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“A Meter number 
identifies = 
exclusively 





THE Magic Carpet of BUSINESS MAIL 


Tue Postage Meter stamp can carry any 
letter or parcel anywhere the postal systems 
function from Boston to Bagdad... 

Each Meter stamp is a special edition, 
custom made for the postage requirements of a 
single piece of mail .. . It doesn’t exist until the 
Postage Meter prints it in your own bank, and 
what doesn’t exist can’t be lost, strayed or stolen 
. .- Cancelled as printed, identified by your 
exclusive Meter number, it has no value except 
on your own mail .. . Postmarked as printed, 
dated and cancelled, it spends less time in the 
postoffice, can get ort its way faster... 

The Pitney-Bowes Postage Meter that 


prints postage does away with ordinary stamps, 
stamp guarding, stamp leaks and losses, lick- 
and-stick mailing... protects the bank’s postage, 
and the bank’s people who handle postage. . . 
automatically records postage used, postage on 
hand . . . seals envelopes simultaneously as it 
prints stamps... saves time and postage, work 
and worry... is worth its cost in convenience 
alone, for any bank big or little. 

A call to our nearest office can bring 
the Magic Carpet of business mail to your bank 
. .. and the Pitney-Bowes Postage Meter can 
demonstrate its advantages on your own mail 


. - » Don’t delay the call! 


Branches in principal cities. Consult your telephone directory 
IN CANADA: The Canadian Postage Meters & Machines Co.,Ltd. 


THE PosTAGE METER CO. 


1510 Pacific St., Stamford, Conn. 
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Auto Depository Window 


Sirs: On April 29th we opened an 
automobile depository window. 

It is open during regular banking hours 
and is used for handling trade acceptances, 
drafts, bills of lading and collections as 





well as deposits. The window contains 
two shielded electric voice pickups which 
permit the customer to converse with the 
teller, and vice versa. 

This drive-in, curb service has been 
enthusiastically received by our customers, 
and the number using it is steadily growing. 

Joun T. HAMILTON II, Vice-president, 

The Merchants National Bank, 
Cedar Rapids, Iowa 
+ + > 


Robert and Joseph 


Sirs: The enclosed folder pictures our 
two page boys, Robert and Joseph, who 
have been with us for about three years. 

During school months they come to the 
bank only on Saturday mornings and for 
special occasions. During the summer 
when we think it advisable they come in the 
afternoons. They do various jobs but 
their most important one is opening the 
door and greeting customers and visitors. 
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Help Someone Succeed 
BY SENDING US HIS NAME 





Ir you know some worthy and ambitious man or woman 
who wants to find a way to win a fair reward in a life work, 


do this: 

Suggest a career in life insurance field work and if you 
think this individual might be interested send us the name 
to the address below. 

The Mutual Life Insurance Company of New York 
places a high value on sincere recommendations if based on 
personal knowledge of the character of those recommended. 

To selected individuals who possess energy, common 





careers in the communities chosen. 
The Mutual Life’s new 32-page booklet “Can I Make a Living as a Life 


Insurance Representative?” is available to those who wish to consider 
the subject seriously; also name of nearest Mutual Life manager. 


Appress: Vice President and Manager of Agencies 


She Mutual Sife 
Insurance Companyof New York 


34Nassau Street. New York 





sense, character, stability and genuine sympathy with | 
others, The Mutual Life offers personal direction and | 
training in life insurance field work, leading to permanent | 
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they come in, and “Come back again,” as 
they leave. 

We also send them on errands. As you 
can imagine, they attract a great deal of 
attention in their neat brown and tan 
uniforms, trimmed in gold braid. 
| At the close of buiness in May, we 
reached an all time high record for deposits. 
From April 30, 1934 to May 6, 1940, 
deposits a increased from $1,331,452 
to $2,127,653 

Joun M. Yost, 

Vice-president and Cashier, 
The First National Bank, 
Pikeville, Kentucky 
. > + 


| They say “Good afternoon,” to people as 
| 


Simplified Statement 


Strs: We are enclosing a copy of our 
year-end statement, the arrangement of 
which was worked out some time past by 
the officers of this bank. Since using it 
we have had many comments from cus- 
tomers and the general public upon the 





FIRST NATIONAL BANK OF JOPLIN 
presents 
A BANK STATEMENT ANYONE CAN UNDERSTAND 
at the close of business December 30, 1939 


D TO OUR CARE 


TAL AMOUNT OF MONEY INTRUSTE 
y known as Total Liabilities $5,698.127.45 


} TO WHOM THIS MONEY BELONGS 














2,395.665.88 


B33.986.58 





908.209. 10 





PLAIN FACTS 


This bank provides the best 


collection service it is possible to 













give. It has complete knowledge 
of New England business and 
credit conditions. ... These plain 
facts are reflected in our service to 


banks in all parts of the country. 






We cordially invite your inquiry. 





THE NATIONAL 


Shawmut Bank 


40 WATER STREET «+ STON 


Member Federal Deposit Insurance Corporation 










62,209.10 
1,425,056.19 


73.000.00 
$5,698, 127.45 














ease with which 
understood. 
W. F. REYNoLDs, President, 
| First National Bank of Joplin, 
| Joplin, Mo. 


various portions are 
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Promoting Travelers Cheques 


Sirs: We believe you will be interested 
in the broadside featuring _ travelers 
cheques. 


This will be mailed to all banks in the 
United States, to the many travel agencies 
that sell our checks and, in addition, will 
be used by our international banking 
| department in acquiring new outlets. 
| L. E. TowNSEND, 
| Advertising Director, 

Bank of America N. T. &. S. A., 
San Francisco, California 








BANK of 
AMERICA 
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In the TREND of BANKING 
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Banks Support United States 
National Defense Program 


As the nation takes rapid steps to gird 
its defenses, we find banks and bankers 
assuming active roles of leadership in 
support of the program. 

A. B. A. President Robert M. Hanes has 
pledged such assistance. “I thoroughly 
agree that this country should be pre- 
pared to defend itself against any attack,” 
Mr. Hanes told A. I. B. convention dele- 
gates last month. ‘‘We should spare no 
pains or money to the end that our coun- 
trv is impregnable. The banking system 
of the nation is prepared to help in every 
way to finance any defense program that 
the Congress may initiate.” At the same 
time, Mr. Hanes warned against giving 
way to war-hysteria. 

That the American banking system is 
facing a critical test as a result of the 
“horrible reality of total war in Europe 
and preparedness for war in the United 
States” was emphasized by Allan Sproul, 
first vice-president of the Federal Reserve 
Bank of New York, speaking extempo- 
raneously to New York State bankers at 
their annual convention. He urged sub- 
ordination of private differences between 
types of banks and supervisory agencies for 
the public good. 

Strongly advocating the advancing of 
credit to England and France for the 
purchase of needed materials, William R. 
White, New York State Superintendent of 
Banks, at the same convention session 
asked: ‘How can this program be 
speeded? What shall we sell to the Allies; 
when shall we sell and on what terms? 
These are questions deserving of the im- 
mediate consideration of bankers. Such 
issues may seem remote from your immedi- 
ate problems of bank operation. Never- 
theless, they are far more vital because they 
bear directly upon our ability to maintain 
the kind of an economy in which private 
banking is able to live.” 

Speed is urged by Col. Leonard P. 
Ayres, vice-president of The Cleveland 
Trust Company. In his business bulletin 
for June 15 he maintains: “There is one 
basic principle-that should guide us in our 
national defense program. It is that we 
should at once place orders for the prompt 
production of the chief items of munitions 
that are essential to rearmament. These 
initial orders should be of sufficient size to 
result in developing specialized productive 
facilities and capacities adequate for 
manufacturing such additional amounts of 
munitions as may be needed later on. The 
essence of the problem is swift progress in 
the development of productive capacity 
for making the specialized products that 
we must have.” 

Meanwhile, a member of the board of 
governors of the Federal Reserve System, 
Chester C. Davis, has been named on the 
National Defense Advisory Commission 
with the important task of co-ordinating 
agricultural activities, and other banking 
eaders are serving as assistants to the 
Commission. 

A number of banks are urging co- 
operative effort in the preparedness pro- 
sfam, in messages addressed to the public 
through the advertising columns of news- 
papers. One of these patriotic messages, 
from the National Bank of Detroit, is 
reproduced at the right. 

As another contribution to the national 
defense program, many banks throughout 
the country are granting leaves with pay 





ROBERT M. HANES, president, American Bankers Association 


4a 


to members of their staffs who are National 
Guardsmen or reservists, in order to 
enable them to attend training camps this 
summer. 

In its June bulletin which discusses the 
armament question, The National City 
Bank of New York declares: “The neces- 
sity to arm is deplorable, but on the ques- 
tion of providing for national defense in an 
armed and unstable world, public opinion 
is united. 

“The challenge is whether an association 
of free people can provide and accept 
leadership, sub-ordinate one aim to another 
as required, endure priorities and sacrifices, 
and unite all groups in a common effort. 
With understanding, co-operation and 








CALLING DETROIT 


Once again the country turns to Detroit and Michigan 
with a confidence that could only be inspired by past 
performance. 


The facilities of our factories, the skill of our workmen. 
the organization genius of our industrial managers are, 
again, ready to serve. 


Detroit and Michigan, willingly accepting their responsi- 
bility, will meet every demand made upon them, fairly, 
honestly, efficiently —and Patriotically. 


Meantime, the work of the community, upon which such 
a grest and vital proportion of the country depends, must 
go on, calmly, efficiently, resolutely. 


Those of us who can have no direct part in the Prepared- 
ness program—and Preparedness is the greatest secur- 
ity against war—must supplement the efforts of those 
who will direct and execute that prozram. 


We can hest do this by performing our daily work with 
calm contidence and the steadfast belict that it is an essen- 
tial part of Preparedness to carry on the business, industrial 
and economic life of our community. 





NATIONAL BANK 
OF DETROIT 














Backing the preparedness program 





. we should spare no pains or money” 


devotion to the national interest, this coun- 
try can demonstrate to the world that a 
democracy can solve the problem of 
defense as efficiently as a totalitarian state, 
and combine with it a peaceful progress of 
which no totalitarian state is capable 
and without other controls than those 
freely concurred in, and imposed through 
voluntary co-operation.” 
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Dates Announced for Two 
Trust Conferences 


The Trust Division of the Utah Bankers 
Association will act as hosts at the Eight- 
eenth Regional Trust Conference of the 
Pacific Coast and Rocky Mountain States, 
to be held Augyst 15-17 at Salt Lake City. 
John M. Wallace, vice-president of the 
Walker Bank & Trust Company of Salt 
Lake City, is general chairman of the 
conference. The program will be under 
the auspices of the Trust Division of the 
American Bankers Association. 

The twenty-second annual Mid-Winter 
Trust Conference of the A. B. A. Trust 
Division will be held in New York City on 
February 4-6, 1941, at the Waldorf- 
Astoria Hotel. 

© . * 


Boston is Host to A. I. B. 
Anniversary Convention 


Some 2,000 delegates from all over the 
United States converged in Boston, Massa- 
chusetts, from June 3-7 for the 38th annual 
convention of the American Institute of 
Banking. It marked the 40th anniversary 
of the Institute’s founding as an educa- 
tional service to bank employees in local 
chapters and study groups, which now 
total 385 in number. 

The program consisted of the usual 
concentrated five days of departmental 
conferences and general sessions, generously 
interspersed with entertainment and other 
activities. ~ 

The national president of the A. I. B. 











PRICE REDUCTION ON 


| CLar-W 


TRANSPARENT 


COIN WRAPPERS... 








The tremendous acceptance of Clear-Vue 

Coin Wrappers has made possible with | 
improved production facilities a lower- | 
ing of cost prices. Clear-Vue patented 
Coin Wrappers are made of a tough, 
transparent cellulose material that gives 
you protection not afforded by any other. 
Prices are now comparable to those of 
other style wrappers. 


ONLY CLEAR-VUE WRAPPERS | 
OFFER THESE IMPORTANT ADVANTAGES: | 
% Denominations instantly visible. 
% Slugs and spurious coins quickly detected. 
% Construction prevents fraudulent re-use. 
% Misuse of names is eliminated. 
% Toughness eliminates tears and breakage. 


Send for free sarpples or order your complete needs 
at the new low prices. 


1Mto 5 M—$1.25 per M 


26 M to 50 M—$1.10 per M | 
6Mto!l0 M— 1.20 per M 51M to 99 M— 1.00 perM 
11 Mto 25 M— 1.15 per M 100 M or more .90 per M 


F. O. B. AUSTIN, TEXAS 


THE STECK CO. 


216 9th ST.,AUSTIN, TEXAS 
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GET THIS BOOK TODAY— 


See How You Can Save TIME, 
WORRY and MONEY 


Years of specialized training in the storage 
of records have given us expert knowledge 
in solving storage problems. This infor- 

» mation has been condensed in the little 
book illustrated here. 

Yours without obligation—JUST MAIL COUPON 


THE STEEL STORAGE FILE CoO. 
2216 West 63rd St., Cleveland, Ohio 

Please mail us your booklet, 520-B, today. 
Name 
Bank _ 
_Address 
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New A.!.B. leaders elected in Boston 


for the ensuing year will be J. LeRoy 
Dart, vice-president of the Florida Na- 
tional Bank, Jacksonville, Fla., and a 


member of the Institute since 1912, who 
was elected to succeed Harry R. Smith, 
assistant vice-president of Bank of America 
N. T. & S. A., San Francisco. George L. 
Newell, vice-president of the Manufac- 
turers Trust Co., New York City, a former 
member of the executive committee was 
named vice-president. In the group pic- 
ture above, Mr. Dart (left) is giving Mr. 
Newell a congratulatory handshake. 
Standing behind them are the four new 
additions to the executive council. Left 
to right, they are: William C. Way. 
assistant trust officer, Central National 
Bank, Cleveland, Ohio; C. Edgar Johnson, 
assistant cashier, First National Bank, 


Chicago, Illinois; William C. Pitner, 
assistant cashier, American Trust and 
Banking Co., Chattanooga, Tennessee; 


Erwin Holton, office manager, American 
Trust Company, San Anselmo, California. 

The National Convention Debate was 
won by the Philadelphia Chapter’s team, 
which upheld the negative side of the 

uestion: “Resolved, That All Industry 
<ngaged in Interstate Commerce Should 
Be Incorporated Under Federal Laws.” 
The team was composed of John P. Adams, 
Girard Trust Co.; Edward M. McGrath, 
Market Street National Bank; and George 
W. Geuder, Tradesmen’s National Bank 
& Trust Co. The Kansas City Chapter’s 
trio was runner-up. 

Winner of the $500 first prize in the 
National Public Speaking Contest was 
Speed Stone, from the credit department 
of Manufacturers Trust Co., New York 
City. Second prize of $300 went to 
Joseph F. Cornelius of the First National 
Bank in Spokane, Spokane, Washington. 

The 1941 A. I. B. convention will be 
held in San Francisco, California, it was 
announced. While the date has not been 
definitely set, it is expected to be early 
next June. 

+ . + 


Community Directory Issued 
Annually by Bank 


Each year the Montclair Savings Bank, 
Montclair, N. J., issues a directory of 
virtually every organization in the com- 
munity, listing the addresses and names of 


In writing to advertisers please mention The Burroughs Clearing House 


officers. It is said to be the only one 
source where all this data can be obtained. 

Preceding this information, the first 
five pages of the booklet are devoted toa 
description of the services offered by the 
bank, and a list of its officers. The last 
few pages of the booklet are left blank 
for memoranda and notes. 

The directory is said to be in great 
demand each year, and supplies are quickly 
exhausted. 

+ + + 


Annual Convention of Bank 
Auditors and Comptrollers 


The National Association of Bank 
Auditors and Comptrollers, which includes 
some two thousand banks in its member- 
ship list, will hold its sixteenth annual 
convention in St. Louis, Missouri, on 
October 16-19. This year marks a depart- 
ure from the previous practice of holding 
the convention concurrently with that of 
the American Bankers Association. 

Chester C. Hammond, of the First 
National Bank in St. Louis, is general 
chairman of the convention committee. 


Sd ¢ e 


Congratulations on These 
Birthday Anniversaries 


A birthday dinner on May 27 for bank 
employees featured the observance by the 
Central National Bank of Cleveland of 
its 50th anniversary. When the bank was 
first organized in 1890 its staff of workers 
numbered 6; today it totals 550. In addi- 


tion to its main office at 308 Euclid 
Avenue, the bank maintains 11 other 
offices. General Benedict Crowell 1s 


president, John C. McHannan is chairman 
of the board. 
+ 


Open house was recently held by the 
Austin National Bank in Austin, Texas, 
in conjunction with its golden anniversary 
celebration, and visitors were given com- 
memorative booklets outlining the history 
of the bank and containing views of the 
Austin of 1890 contrasted with an aerial 
scene of the present-day city. President 
W. H. Folts has been connected with the 
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Blein 


unproductive store space 


with new Pittco Fronts! 


— se 8 rN € rm” 


F you have old or shabby store 

properties on your books—proper- 
ties which are either unrentable or 
only partially productive — modern 
Pittco Store Fronts can help you put 
them ona paving basis quickly. Mer- 
chants of all kinds appreciate the 
advantages of a shining Pittco Front 
on the store space they occupy. They 
know it attracts customers — helps 
business grow. As a result they are 


ITTCO STORE FRONTS | 


PITTSBURGH PLATE GLASS COMPANY 


"PITTSBURGH" sland yor ually Class 





willing to pay higher rentals because 
they expect more profits out of which 
to pay rents. 

Officers of real estate and trust de- 
partments of banks throughout the 
country have used Pittco Store Fronts 
to increase income from store proper- 
ties they own or administer. And be- 
cause Pittco remodeling increases 
property value, banks have found 
that money loaned for Pittco mod- 





ernization is usually a sound invest- 
ment. 

For more information on how 
Pittco Store Fronts can improve 
properties make them yield 
greater revenue . .. mail the coupon 
at the bottom of the page for our 
Store Front Book. 

At the New York World's Fair, see the miniature Pittco 
Store Fronts in the Glass Center Building, and the full- 


size Pittco Fronts of the Avenue of Tomorrow in the 
Forward March of America Building. 


p---- 
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Pittsburgh Plate Glass Company 


2205 Grant Bldg., Pittsburgh, Pa. | 


Please send me, without obligation, your new book entitled 
**How to Get More Business.”’ 


In writing to advertisers please mention The Burroughs Clearing House 
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bank ever since its inception, entering its 
employ as a bookkeeper. 

+ 

Fifty years of progress in the Bronx is 

being celebrated by the Dollar Savings 
Bank of the City of New York, the 13th 
in size among savings banks in New York 
State. A historical booklet issued by the 
bank in recognition of the anniversary 
sketches the history of the borough since 
the first white settler purchased the land 
from the Indians in 1639. The year 1940 
also marks an anniversary for the president 
of the Dollar Savings Bank, Howell T. 
Manson, who has been at the head of the 
institution for the last fifteen years. 

+ 


The First National Bank of Morristown, 
New Jersey, chartered in 1865, celebrated 
its diamond anniversary June 21. The 
bank first opened its doors in a small 
rented room, with only the president and 
cashier to welcome new depositors. De- 
posits the first year totaled $132,000, com- 
pared with assets of more than $8,000,000 
today. Frank D. Abell is president of the 
institution. 

+ 

Also celebrating its 75th anniversary is 
the Somersworth National Bank, Great 
Falls, New Hampshire. After operating 
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Interesting lobby display 


as a state bank for ten years, it was incor- 
porated as a national bank on May 26, 
1865. Albert S. Maddox is president of 
the bank. 





HOW THIS BANK 


The Problem of Permanent Record Storage 


A-S-E Dead Storage Files were 
the solution to the problem of 
storing permanent and inactive 
records in a well-known eastern 
bank. Along with hundreds of 





911 KENSINGTON AVENUE 


other business organizations, 
they find it no longer necessary 
to bury dead records in costly, 
unsafe, 
bundles or cartons. 


AGE DS FILES ARE SAFE... ECONOMICAL... 
CONVENIENT TO USE 


A-S-E Dead Storage Files keep records clean, 
legible and permanently safe. 
storage space, contents of each easy-sliding 
drawer are always instantly accessible. A-S-E | 
DS Files are made in sizes to fit your own forms. | 
You can stack them safely as high as desired. | 
See how little it costs to obtain maximum con- | 
venience and absolute protection 
permanent records. Write today for full details | 
—no obligation. 


ALL-STEEL-EQUIP COMPANY, 


SOLVED 


or hard-to-identify 





(Copyright) 


They save 


in filing 


INCORPORATED 





AURORA, ILLINOIS 

















DETROIT, 


Close Contact with the 
Majority of 


Michigan’s Important Industries 


Ww 
NATIONAL BANK | 
OF DETROIT 


MICHIGAN 


Member Federal Deposit Insurance Corporation | 
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in Elmira, N. Y., bank 


Aviation School Featured in 
Bank Display 


The Elmira Bank & Trust Company in 
New York is sponsoring displays of Elmira 
activities and Elmira-made products in 
the lobby of its main office. The first 
display, illustrated above, presented some 
of the activities of the Elmira Aviation 
Ground School. The small plane shown 
was rebuilt at the school. The nine-cylinder 
radial engine is used by the students to 
study aviation motor repairs and rebuild- 
ing. 

. > + 


New Publications of Interest 
to Bankers 


CONSUMER CREDIT, a monograph 
published by the Bureau of Business 
Research, 208 Tappan Hall, University of 
Michigan, Ann Arbor, Michigan. $1. 

Report of the proceedings of a conference 
on the subject of consumer credit, held 
under the auspices of the Institute of 
Public and Social Administration and the 
School of Business Administration at the 
University of Michigan. The conference 
was national in scope and drew partici- 
pants from the retailing, manufacturing 
and educational fields as well as from banks 
and finance companies. Included in the 
topics for discussion were: The scope and 
limitations of consumer credit financing, 
types of competition, regulation, and eco- 
nomic social consequences of consumer 
credit. 

WARREN’S PERSONAL LOAN CAL- 
CULATOR, by Donald B. Warren. Pub- 
lished by The Delbridge Publishing Com- 
pany, 2502-08 Sutton Ave., St. Louis, Mo. 


| $3.50. 


The author claims that many personal 


| loan departments in banks are using In- 


accurate, non-standard methods of calcu- 
lating interest on a discount basis, pal- 


ticularly when applied on longer term 
loans. He has evolved what he terms a 


more equitable schedule of discount com- 


| putations, based on the method originated 
| by the Federal Housing Administration 1n 


conjunction with property improvement 
loans. Both gross charge and discount 


| tables are provided, for amounts varying 
| from $1 to $1,000, for terms from 6 to 56 


months, and at interest rates from 3 per 
cent to 8 per cent. Published in loose-leal 
form in convenient small size. 192 pages. 

Mr. Warren is an actuary with the Gen- 
eral American Life Insurance Company. 
He is co-author of two other books, “The 
Actuary’s Handbook” and “‘Delbridge 
Amortization Tables.” 
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For the relief of war-stricken children in Europe 


Trust Company Assists in 
Children’s Crusade 


The picture above shows Arthur S. 
Kleeman, president of the Colonial Trust 
Company of New York, presenting a check 
for $27,018.18 representing 2,701,818 pen- 
nies donated by the children of New York 
public schools, to Mrs. Johanna M. 
Lindlof of the New York City Board of 
Education. This was in conjunction with 
the Children’s Crusade for Children, 
organized to collect pennies from American 
school children for the relief of war stricken 
school children abroad. It was through 
Mr. ‘Kleeman that the Colonial Trust 
Company contributed its services in the 
separating and counting of more than 
2,000,000 coins contributed. 

Also present at the presentation, at 
Mr. Kleeman’s left, was Dorothy Canfield 
Fisher, noted novelist, who is national 
chairman of the Children’s Crusade. 


° ¢ ° 


Credit Suisse Opens New 
York Agency 


One of the oldest and largest banks in 
Switzerland, the Credit Suisse founded in 
1856, has opened a New York Agency with 
ollices at 24-26 Pine Street. 

The main office of the bank is in Zurich, 
and branches are maintained in all other 
principal Swiss cities. While engaged 
primarily in commercial and deposit bank- 
ing, the Credit Suisse has also taken a 
leading part in the underwriting and issu- 
ing of Swiss Government, municipal and 
corporate securities. It has played an 
important part in the financing and con- 
version operations of the French Govern- 
ment. Issuing facilities have also been 
extended by the bank to the American 
hemisphere and large loans have been 
arranged for the Argentine Government 
and various private concerns. 

_The Swiss American Corporation, a 
New York Corporation organized in July, 
1939, under the auspices of the Credit 
Suisse, will continue its activities in the 
investment securities business. 


« 4 7 


Savings and Loan League 
Launches Own-A-Home 
Campaign 

A complete new merchandising program 


as been prepared for the membership of 
the United States Savings and Loan 


League, involving the setting up in each 
community of Own-A-Home Clubs through 
which young persons particularly may be 
encouraged to accumulate enough for a 
down payment, as a start toward financing 
a home. 

To assist in promoting the plan, the 
League has distributed to each member a 
packet of merchandising helps including 
newspaper ads, radio scripts, direct mail 
and other material. 

Any person is eligible to join the Own-A- 
Home Savings Club who can save $10 or 
more a month. After determining the 
amount he wishes to pay for his home and 
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the down payment required, a member 
starts saving toward the latter on either 
a 36-month or a 60-month basis. Each 
member is supplied with a special pass 
book on which payments are recorded, 
and he receives the full co-operation and 
advice of loan association officers in 
planning his home. After he has saved 
enough for the down payment, the associ- 
ation will finance the construction of 
his home. 

Newspaper advertisements, included in 
the Savings and Loan League’s packet of 
merchandising assists to members partici- 
pating in the Own-A-Home Savings Club 
program, offer a booklet giving details of 
the plan. The League does not advertise 
the Clubs directly, the cost of promoting 
them being borne by the individual asso- 
ciation. 

* . + 


Saturday Closing Spreads in 
California 


Following the announcement on April 1 
that banks of San Francisco would be closed 
on Saturdays during the months of June, 
July and August, sentiment among Cali- 
fornia bankers to make Saturday closing 
general throughout the state has been 
growing, it is reported. A majority of the 
banks in the northern half of the state are 
said to have adopted the longer holiday 
week-end. In the southern half of Cali- 
fornia, the closing is less widespread, in 
view of the Los Angeles banks’ decision to 
remain open. 

Saturday closing in California is in the 
nature of an experiment this year, and the 
public, reaction to it will no doubt deter- 
mine the policy of the future. 
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Maybe his grass is Really greener 


Is your Personal Loan Department sacrificing service has shown a rise in profits. That has 
an advantage which more and more banks are_ been true ever since 1917 when this Society 


seizing and turning into results? For instance, originated this kind of insurance. 





do you know that the volume of “Protected Maybe the other fellow’s grass zs greener. 
Loans” insured by this Society (nearly Maybe the other bank’s Personal Loan 
$75,000,000 in 1939) has increased 80% Department zs doing better than yours, 


INCREASING 
PROFITS 


in the past three years? but we can help you meet that situation. 


from Personal Loans 


And every institution adopting this Write for our booklet. 





This booklet mailed upon request 





The Morris Plan Insurance Society 


420 Lexington Avenue, New York, N.Y. 


INSURANCE FOR THE BANKER ON THE LIFE OF THE BORROWER...SINCE 1917 


In writing to advertisers please mention The Burroughs Clearing House 
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President Roosevelt confers with members of his newly-created National Defense Advisory Commission* 


hinancing DEFENSE 


Of special interest to banks, as heavy investors in Federal securities, 


is this detailing of plans for financing the national defense program 


HE huge national defense pro- 
gram just voted by Congress will 
be financed chiefly by borrowed 
money, and banks will probably be 
the principal buyers of the new 
securities. 
New taxes will raise a billion dollars 
a year, there will be economies in 
some of the civil functions of the 
government, and increased business 
aclivity may raise the yield of old 
taxes, yet the budget will be far from 
balanced, the public debt will mount 
rapidly, the volume of Federal securi- 
ties in the hands of the banks will go 
to new levels, and the factors of 
potential inflation will become greater. 
No unorthodox schemes are con- 
templated by the administration for 


By 
HENRY D. RALPH 


Washington Correspondent, 
THE BURROUGHS CLEARING HOUSE 


financing the defense program. There 
is, as yet at least, no serious talk of a 
popular drive to sell small-denomi- 
nation bonds to the general public 
such as the Liberty Loan campaigns 
of World War days, no plans for forced 
loans, capital levies, gold devaluation, 
issuance of greenbacks, use of the gold 
stabilization fund or other devices. 
A new feature of borrowing will be the 
issuance of a special national defense 
series of obligations. 


The regular budget estimates for 
the Army and Navy for the fiscal year 
1941 were approximately $2,000,000,- 
000 and in submitting them’ President 
Roosevelt asked Congress to provide 
$460,000,000 in new taxes and counted 
on recovering $700,000,000 of excess 
capital funds of government corpora- 
tions. With this he anticipated a 
deficit of $1.716,000,000. Congress 


*Standing behind the President, from left to right, 
are: Ralph Budd, chairman of the board of Burlington 
Railroad; Edward R. Stettinius, Jr., former chairman 
of United States Steel Corporation; William S. Knud- 
sen, former president of General Motors Corporation; 
Miss Harriet Elliott, Dean of Women, North Carolina 
University; Leon Henderson, member of Securities 
Exchange Commission; Chester C. Davis, member 
Federal Reserve Board; William H. McReynolds, 
administrative assistant to the President. 
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took no steps to impose the taxes and 
little progress was being made in 
recovering funds from government 
corporations, so when, in the middle 
of May, the President requested an 
additional $1,200,000,000 for national 
defense it became evident that new 
taxes would have to be raised or the 
debt limit would have to be increased, 
or both. 

President Roosevelt declared that 
the question of finding the money was 
secondary to getting the program 
started at once, but Congress and the 
Treasury Department immediately got 
busy on the financing problem. The 
‘Treasury estimated the deficit for the 
1941 fiscal year would be $3,703,000,- 
000, and that by next February the 
debt limit of $45,000,000,000 would be 
reached and the Treasury’s cash work- 
ing balance would be dangerously 
depleted. It was obvious that some- 
thing had to be done before Congress 
adjourned, so a_ bill was drafted 
authorizing the issuance of an addi- 
tional $3,000,000,000 in obligations of 
a special ‘‘National Defense Series” 
to be amortized by what is described 
as a “super-tax for five years.”’ This 
super-tax is, with a few exceptions, an 
increase of 10 per cent in former excise 
taxes and a 10 per cent increase in 
individual and corporation income 
taxes, excess profits taxes, capital stock 
taxes, and estate and gift taxes. 

No sooner was the bill introduced, 
however, than the President asked for 
additional appropriations and con- 
tract authorizations for the Army and 
Navy totaling another $1,200,000,000. 
With defense expenditures thus esti- 
mated at around $4,500,000,000 during 
the next twelve months or so, and 
with the public apparently willing to 
pay additional taxes for defense pur- 
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poses, it was decided to increase both 
the debt limit and the tax yield. The 
bill was redrafted to raise the debt 
limit to 49 billions by authorizing 
$4,000,000,000 in the national defense 
series of notes, and by making sweep- 
ing changes in the income tax structure 
in addition to the super-taxes. 

These additions, which are not 
limited to five years, raise the antici- 
pated yield of the bill to something 
more than $1,000,000,000 a year. All 
corporation income taxes are raised 
by 1 per cent in each bracket, making 
the highest bracket 19 per cent on 
income over $25,000. The increase in 
individual income taxes is even more 
drastic, raising the surtax on incomes 
between $6,000 and $100,000, and 
lowering the personal exemptions to 
$800 for single persons and $2,000 for 
married persons. 


HIS lowering of personal exemp- 

tions may have a greater effect than 
raising the estimated $82,500,000 an- 
nually. It will impose a direct Federal 
tax on some 2,000,000 persons who 
have not paid income taxes before, 
including many low-income families 
who have been the beneficiaries of 
government spending programs, per- 
haps even some people on relief. In 
addition, the bill would require all 
single persons with gross incomes of 
$800 and married persons with gross in- 
comes of $2,000 to file returns, even 
though their net incomes are within 
the exceptions, in order to provide a 
check on their deductions, and it is 
estimated that some 6,000,000 addi- 
tional people will have to file returns. 
The anticipated result of this is that 
these people will become conscious of 
having to help pay for both the national 
defense program and for the other 


Have wide authority to finance industrial expansion for defense 


JESSE H. JONES, Federal Loan Administrator 





EMIL SCHRAM, RFC Chairman 





expenses of the Federal Government. 

Even though the new tax bill brings 
in more than enough revenue to 
amortize the $4,000,000,000 of national 
defense notes in five years the budget 
will not be balanced. With $2,000.- 
000,000 of previously-budgeted Army 
and Navy funds taken out of the 
regular financing channels and_in- 
cluded in the new plan there will still] 
be a deficit between the yield of the 
old taxes and the expenses for civil de- 
partments of the Government, though 
the limit of 45 billions of other than 
“defense series’’ obligations will not 
be reached so soon as it would have 
been. 

There is no telling how high national 
defense expenditures will run during 
the next few years. The current figure 
of around $4,500,000,000 for the 1941 
fiscal year includes authorizations to 
make contracts in addition to money 
actually appropriated. If the air- 
planes, munitions, and other equip- 
ment are actually acquired at a faster 
rate than now seems probable Con- 
gress will have to appropriate more 
money to pay the bills before the end 
of the fiscal year. World events will 
determine whether or not the present 
program will have to be augmented by 
next spring, and of course if the 
United States becomes actively in- 
volved in war the expense will mount 
tremendously and entirely new steps 
will have to be taken to provide the 
financing. 

The new ‘“‘National Defense Series” 
of obligations will be short-term, low- 
interest notes, probably in denomi- 
nations of $1,000 or more, and with 
varying maturities generally coinciding 
with quarterly income tax periods. 
As such they will be attractive princi- 
pally to big investors such as banks 
and insurance companies, and no 
attempt will be made to sell them to 
the general public. The interest rate 
may be 1 per cent or even less, as the 
administration intends to continue its 
“easy money” policy, and the notes 
should find a ready market at a low 
rate, since banks, insurance companies 
and other institutional investors have 
difficulty finding outlets for their 
funds. Commercial banks have excess 
reserves of more than $6,000 000,000, 
most of which would readily flow 
into government securities with only a 
nominal yield, so the Treasury expects 
no difficulty at all in floating its defense 
series of obligations. 


HIS method of financing, however, 

implies a potential danger of infla- 
tion, for as the banks purchase bonds 
their deposits increase. The inflation of 
bank deposits in recent years has not 
had an inflationary effect on com- 
modity prices because of the low 
velocity of money and credit, but the 
stimulation to business brought about 
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REP. JERE COOPER 


HENRY MORGENTHAU, Secretary 
of the Treasury 


if 





REP. ROBERT DOUGHTON, Chairman, 
House Ways and Means Committee 


Secretary Morgenthau testifies before House committee in favor of new tax bill to pay for arms program 


by our own defense program on top 


of allied purchasing may start a 
general inflationary trend. The de- 


fense program constitutes the biggest 
spending program made by the ad- 
ministration. It will be felt by a 
great many different types of indus- 
tries. Defense funds will be spent 
largely for items which do not go into 
competition with commercial goods 
and which will not build up inventories 
of goods that might later go on the 
general market. 

Government economists anticipate 
market stimulation in practically all 
lines of business, a factor that may 
lead to a wider use of bank credit. 

Inflationary dangers are largely 
discounted by government officials 
who point to the many new controls 
available not only over money and 
credit, but also directly over prices 
and supplies of goods. When the 
European war broke out last Septem- 
ber the Temporary National Economic 
Committee and the Departments of 
Labor and Commerce launched a con- 
linuing study of commodity prices and 
made periodic public reports on price 
increases, particularly of imported 
goods. The object was to prevent 
price increases by publicity as to 
figures on actual supply and demand, 
and by letting it be known that 
profiteering would be called to the 


attention of dealers, consumers and 
the public generally. 

This work is now being continued 
as one function of the newly created 
National Defense Advisory Commis- 
sion, which has power to allocate 
defense orders and to co-operate with 
suppliers without unduly disturbing 
normal commercial business. On this 
commission are two members directly 
concerned with preventing inflationary 
price increases, Leon Henderson, a 
member of the Securities and Exchange 
Commission, whose assignment is to 
keep a close watch on price move- 
ments, and Miss Harriet Elliott, Dean 
of Women at the University of North 
Carolina, consumers’ representative. 
Through this agency and other powers 
at its command the administration 
hopes to prevent dislocation of indus- 
try and run-away prices such as 
accompanied our defense preparations 
in 1917. In case of actual war the 
Government, under the _ industrial 
mobilization plan, would have power 
to fix prices and control industry so that 
inflation would be virtually impos- 
sible, but the defense program is con- 
siderably short of that at present. 

The Board of Governors of the 
Federal Reserve System for some time 
has been seeking additional powers to 
regulate bank reserves and to contro] 
potential inflation in various ways and 


this need will probably be more gener- 
ally recognized if the country ap- 
proaches a war economy and signs of 
inflation begin to appear. Should 
Congress be in session this fall it is 
likely that the Senate committee on 
banking and currency will apply itself 
strenuously to its current study of 
monetary policy and pending pro- 
posals to revise and augment the 
credit controls of the Government. 

The spending of the new defense 
billions is largely under the direction of 
the business heads of the~- National 
Defense Advisory Commission. Army 
and Navy officials, of course, deter- 
mine what quantities and designs of 
articles are to be purchased within the 
authorizations made by Congress, but 
the advisory commission has the job of 
co-ordinating these orders with the 
capacity of the firms best equipped to 
fill them and to work out plans for 
getting supplies, machinery and skilled 
labor. 

Although President Roosevelt him- 
self is serving as chairman of the 
comm. ssion and regular Government 
agencies are closely tied in with it, 
the commission so far has been per- 
mitted to operate without interference 
and along the lines which business 
leaders say are best suited to maximum 
efficiency. 


See FINANCING DEFENSE—Page 28 
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NVENTORY financing presents a 
I problem to countless industries, 

both small and large. The magni- 
tude of the problem depends on the 
lag between the time raw materials are 
bought and the time that they are 
sold as finished products. During 
that period, varying from a few days 
to months, and even years, inventories 
tie up working capital. Large and 
very rich corporations can escape the 
evils of this by old-fashioned commer- 
cial borrowing, but less fortunate 
enterprises cannot thus meet their 
needs. Nor should they, even if they 
are able, turn to the mortgage or 
investment market for funds to finance 
inventory. The capital markets are 
designed to provide funds for capital 
improvements while inventories, being 
current rather than fixed assets, ought 
to be financed by current borrowings. 
In that fact lies an opportunity for 
many banks. It may not be a large 
opportunity in the sense that it can 
be expected to absorb an unlimited 
amount of loanable funds. But in 
these days any loan avenue is worth 
exploring and in the last three years 
Bank of America has been able to find 
employment for some $50,000,000 of 
loan funds in this way through what 
we call our “commodity loan depart- 
ment.” The reason for the designation 
“commodity loan” rather than “‘in- 
ventory loan” is obvious, because the 
loan is based on the value of the 
commodity, as such; instead of on the 
inventory, as such. In other words 
while we are financing inventories, we 
are actually lending on their compo- 
nent commodities. 

There is nothing, of course, very 
new about a commodity loan. For a 
long time banks have lent on such 
staple farm products as grain and 
cotton, but such loans were thought of 
more in terms of the commodity than 
in terms of the inventory, which they 
composed. To a degree we have 
reversed our thought processes in this 
respect. This has markedly expanded 
the scope of our lending until com- 
modity (inventory) loans now include 
a long list of manufactured products, 
industrial and building materials, a 
wide variety of agricultural and live 
stock items and scores of miscellaneous 
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Case Histories of 
INVENTORY Loans 


By 
A. J. GOCK 


Vice-chairman of the Board of Directors, Los Angeles Headquarters 
Bank of America N. T. & S. A. 


In the last three years Bank of America has found 
profitable employment for some $50,000,000 of its 
loan funds, through its commodity loan department. 


This article gives our readers the benefit of the 


bank’s 


broad experience in this type of financing 
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Commodity loans, applied to raw materials as well as to finished produ 


articles. There is hardly a community 
in the country which does not produce 
something applicable to this type of 
loan. This is pretty clearly indicated 
by the tabulation accompanying this 
article, which shows a partial list of 
commodities which Bank of America 
has financed in California. Some of 
these have been held under field ware- 
house receipts and some in bonded 
warehouses, depending on which type 
of control was the more convenient. 


The warehouse arrangement is essen- 
tial to this type of lending, because 
it gives the bank as complete control 
of the collateral as though that col- 
lateral were locked in the bank’s own 
vaults and asserts the priority of the 
bank’s lien. This is important be- 
cause in this type of lending we often 
lend more than a concern would be 
entitled to on a straight unsecured 
line. We have gladly and safely lent 
some firms as much as $50,000 on this 
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Partial List of Commodities Financed by Bank of America 
Through Inventory Loans 
BUILDING MATERIALS Hops Cottonseed Cake or Meal Dyes Brushes 
Brick Malt Mixed Feeds (Dairy, Felt Chili Powder 
Cement Mushrooms (Canned) Poultry, Range, etc.) Fibre Chocolate 
Copper Roofing Mustard Seed Fertilizer Glass Cigars 
Insulating Board Nuts (all kinds) Hempseed Cake or Meal lron Cigarettes 
Linseed Onl Olives Linseed Meal Kapoc Clothing 
Lumber Soy Beans Poultry Supplies Linters Cloth 
Metal Lath Sugar Salt Metals Coca Beans 
Nails Vegetables (Fresh or Seeds Minerals Coca Butter 
Paint Canned) Soy Bean Meal Oils (Vegetable and Cod Liver Oil 
_— LIVE STOCK — — Confect 
aint onfections 
CONTAINERS Butter WINES, BRANDIES, ETC. Petroleum Copra and Copra Meal 
Bags and Baggings Cheese Alcohol Petroleum Products Cord Wood 
Barrels ggs Brandy Pig Iron Dog Food (Canned) 
Bottles Egg Whites or Yolks Distilled Spirits Pulp Logs Fish (Frozen, Salted, 
Boxes and Box Shook Furs Grape Juice Rails (steel) Pickled or Canned) 
Burlap Hides Whiskey Resin Fish Meal 
Cans Honey Wines o— Gold Concentrates 
Cartons Lard ubber Groceries 
Jute Bags Live Stock (all kinds) INDUSTRIALMATERIALS Scrap Iron Hardware 
Paper Boxes Meats (all kinds) AND SEMI-FINISHED Sheet Metal Products Leather Products 
Milk (Powdered or Canned) MANUFACTURES Steel (Bands, Bars, Cable, Paper—all kinds 
FARM CROPS Poultry Alcohol Scrap, Sheet, etc.) Paper Boxes 
Beans (all kinds) - Rabbits Asphalt Tubing (Copper) Paper Stock 
Cotton Skins (Dressed) Brass (Ingots, Rods, tubing) ire Poles 
Cottonseed ae er Zinc ag 
Dried Fruits (all kinds) Woo astings ulp Bags 
Flaxseed Chemicals MISCELLANEOUS Rubber Products 
Fruits—Fresh and Canned FEEDS, ETC. Coal COMMODITIES Textiles 
Fruit Products Alfalfa Coke Aluminum Ware Tires 
Grains Other Hay Cottonseed Oil Blankets Yarns 




















Nearly every community produces something applicable to inventory financing, as the above tabulation indicates 


basis whereas on an unsecured basis 
they would have been entitled to no 
more than $5,000. There is no impli- 
cation of over-loaning in this, how- 
ever, for we have merely given our 
borrower additional tools with which 
to work. 

_ But perhaps the best way to 
illustrate this type of lending as well 
as to show the advantages which may 
stem from it, is to draw a few actual 
case histories from Bank of America 





der warehouse arrangements, permit more liberal extensions of credit 


files. In the case of live stock, for 
example, both live stock feeders and 
meat packers must pay cash for their 
beef. Thus a buyer goes out into the 
country in search of stock and, as he 
finds it and makes satisfactory terms 
with the seller, he usually pays for it 
by a draft, which ordinarily arrives 
for payment at about the time the 
live stock is delivered for feeding or 
slaughter. In either instance a con- 
siderable period of time must elapse 


before the live stock buyer’s purchase 
is turned into cash. This means that 
in a sizable operation a considerable 
sum of money will be tied up in live 
stock. As an instance, one operator, 
slaughtering an average of 1,500 head 
of cattle a month, with approximately 
the same number of head divided 
among sheep, lambs and hogs, has an 
average outstanding loan with us of 
about $50,000 divided about 70 per 
cent on live stock and 30 per cent on 
dressed meat. He has told us that 
had it not been for this credit, which 
enabled him to buy advantageously 
for cash, he could not have continued 
operations on the narrow margin of 
profit prevailing in his business. 


HIS example of live stock financing 

is typical of industries whose prod- 
ucts take a considerable length of time 
to process with the result that inventor- 
ies are relatively high throughout the 
year. There are other instances, how- 
ever, where. an industry normally 
maintains only a small inventory, but 
will, because of some peculiar circum- 
stance, find it advisable to expand its 
stocks far beyond normal require- 
ments thus depleting its working capi- 
tal position below comfortable propor- 
tions. An instance arose recently in 
the case of a newspaper, which bought 
vast quantities of newsprint from 
Finland through Norway and Sweden, 
prior to the outbreak of war in the 
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Vice-chairman A. J. GOCK 


. . . describes actual loan examples from his bank's files 


North Baltic. When it became appar- 
ent that these shipments could not 
continue for long as shipping became 
increasingly hazardous and war risk 
insurance rates rose, it behooved the 
newspaper to obtain as much foreign 
newsprint as possible, as quickly as 
possible, because its foreign contract 
provided for a more attractive cost 
figure than the rates on the domestic 
product. This, of course, necessitated 
the outlay of a considerable sum of 
money. To obtain this the newspaper 
arranged to borrow on warehouse 
receipts and with this credit certain 
it managed to secure a large supply of 
newsprint prior to the shutting off 
of shipments. The newspaper made 


money on the transaction, because 
the cost of interest, insurance and 
warehouse charges was more than 


offset by the saving in the purchase 
price. At the same time the bank 
had, at all:times, an amply secured 
loan. This particular situation may 
not arise again, but it none-the-less 
serves as an example of how com- 
modity lending can be adapted to 
meet an unusual and perhaps unfore- 
seeable need for credit. 

Against the background of drama 
in this newsprint transaction’ the 
canning industry seems commonplace, 
but to it commodity inventory lending 
is ideally adapted. The canning busi- 
ness has problems peculiarly its own, 
regardless of whether fruit, vegetables, 
fish or other products are concerned. 
Raw materials for the most part come 
on seasonally, and being perishable, 
must be handled immediately. Toma- 
for 


toes, example, are harvested 
throughout the country at certain 
seasons of the year, at which time 


tremendous supplies are available. 
The same applies to sardines, on which 
the open season is four months, as 
well as to cherries, peaches and so on. 

When these products are ready, 
they must be packed immediately, 
necessitating a heavy outlay of cash 
for raw material, for labor, for cans 
and for cartons. Immense quantities 
of canned goods are produced in a 
very short time, the liquidation of 
which of necessity will consume a 
period of several months to a year. 
Take, for example, the ““X’’ Cannery 
selling products valued at a million 
dollars a year, which told us that it 
could not afford to pay for the perma- 
nent capital necessary to operate with 
its seasonal volume. The problem of 
this cannery, which is essentially the 
problem of almost every cannery, was 
solved by the use of field warehousing 
as a means for creating collateral for 
bank loans. The loans thus based 
liquidated themselves automatically 
as the canned goods moved to market. 


HE reverse of this peak manu- 

facturing load posed against a non- 
seasonal period of liquidation is found 
in the fertilizer manufacturing indus- 
try. Here, instead of accumulating a 
year’s inventory in a few weeks, the 
manufacturer creates throughout the 
year an inventory to meet a few weeks 
demand. Raw materials for the 
industry come from widely divergent 
sources —nitrate from Chile, guano 
from Peru, ammonium phosphate from 
Canada, sulphur from the Gulf Coast, 
etc. The blending of these ingredients 
takes little time, once they are as- 


sembled, but to meet the Spring 
demand for fertilizer entails a full 


year of manufacturing operation as 
the inventory is built up. In turn, as 
the inventory increases, cash working 
capital is decreased. To ease the 
strain on the latter, one manufacturer 
pledged twenty-two different kinds oj 
fertilizer for collateral to bank loans. 
Field warehousing created a_ valid 
bailment for the purpose of the pledge. 


N examination of the listing of the 

commodities which Bank of America 
has financed under some form of ware- 
house arrangement indicates clearly 
that many commodities are produced 
or sold on a seasonal basis with tne 
result that an inventory financing 
problem is almost inevitable. Indeed, 
there are few communities in the 
United States where at least one busi- 
ness is not faced with this problem. 
It may not be a cannery or a fertilizer 
plant, but it will be something. 

Warehousing operations are also 
essential to those industries where 
processing includes aging as in the 
case of wine. One of our customers, a 
vintner manufacturing 2,000,000 gal- 
lons of wine annually, finds himself in 
the position of having to pay cash for 
25,000 tons of grapes, with no possi- 
bility whatever of remuneration until 
the wine has been made and matured 
for a matter of years. A large invest- 
ment of money is obviously represented 
in his wine inventory. But financing 
this investment with permanent capital 
is too costly. Thus we finance the 
wine at the winery under a field ware- 
housing arrangement and use the 
receipts as collateral in order that the 
winery can maintain its necessary 
working capital position at a minimum 
cost. Throughout California, at the 
present time, we are lending to vintners 
on warehouse receipts on wine and 
brandy in the neighborhood of $10,- 
000,000. This financing has provided 
substantial benefits to both grape 
growers and vintners, to say nothing of 
the banks involved. It has given the 
banks an outlet for that amount of 
bank credit. The growers have been 
enabled to obtain cash almost im- 
mediately for their crops. As for the 
vintners, that they have been assisted 
by the loans on inventoried wine is 
attested to by the statement of one 
of them to the effect that without such 
financing last year’s operations could 
not have been carried on. Other 
products than wine require aging, but 
wine will serve as an example of how 
many of them can be made bankable 
in the inventory aging stage. 

To banks in industrial areas, a 
knotty credit problem has always been 
the company with a heavily indebted 
plant and an unbalanced working 
capital position. They need additional 
cash to carry on their business, but 
borrowing on a long term basis or on 4 

See INVENTORY LOANS—Page 28 
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Trust week contacts potential customers, as bankers and service club members meet together in Portland 


Lrust Research Werx 


Since the A.B.A.’s new research program is patterned after the trust 


week, this eyewitness account of such a week is of unusual import 


HIS is an eyewitness account of 

a trust research week. It is an 

account of the trust week held 
recently, from May 6 to 10 to be 
exact, in Bangor and Portland, for the 
State of Maine, the eighteenth in the 
series sponsored by the American 
Bankers Association. 

There are two good reasons, though 
there is little connection between the 
two, wny the detailed reporting of a 
trust week is of special current inter- 
est: 1. The research material that is 
presented at these trust weeks and the 
discussions that take place on trust 
problems are of interest to all trust 
officers. 2. The American Bankers 
Association has announced that tne 
trust week has established a pattern 
lor the research and field work to be 
undertaken in-connection with its new 


By 
ALBERT JOURNEAY 


Vice-president, The Purse Company, 
Chicago, Illinois 


program. The trust week suggests, 
therefore, the plan that is likely to be 
followed in the new work on agricul- 
tural credit, consumer credit, customer 
relations, mortgage financing. 

Behind the holding of the series of 
trust weeks is the feeling that trust 
institutions are entering an era of 
increased responsibilities and oppor- 
tunities. Changes in the economic 
life of the nation are producing an 
increasing crescendo of new problems 
and potentialities for trust institu- 


tions. Not only have the changes in 
our financial picture complicated the 
duties of the executor-trustee, but 
these changes have emphasized the 
transition from the individual execu- 
tor and trustee to the organized and 
continuing trust institution. 

This was recognized as long ago as 
1937. At that time, two years after 
the founding of the Graduate School 
of Banking under Dr. Harold Stonier, 
there was established as a part of the 
school a trust research department 
under Gilbert T. Stephenson. To Mr. 
Stephenson, therefore, went the task 
of studying and co-ordinating the 
experience of the A. B. A.’s 2,800 trust 
institutions. The trust week was the 
outgrowth of this work; and just as a 
business is sometimes said to be the 
lengthened shadow of one individual, 
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BANGOR PROGRAM 


Monday—10:00 A.M.—Interviews— 
The Merrill Trust Company. 

12:30 P.M.—Luncheon with Penobscot 
County Bar Association and address on 
Working Provisions of Wills and Trust 
Agreements in Maine. 

2:00 P.M.—Conference with personnel 
of trust departments of Eastern Maine. 

6:30 P.M.—Dinner with bank officers, 
directors, and general counsels with 
address on Trust Business in Eastern 
Maine. 


Tuesday—10:00 A.M.—Interviews— 
Eastern Trust & Banking Company. 

12:30 P.M.—Luncheon and meeting 
at University of Maine and address on 
Trust Business as a Life Work. 

At University of Maine, Orono. 

2:30 P.M. — Interviews — Merchants 
National Bank of Bangor. 

6:30 P.M.—Dinner with service clubs 
of Bangor, Bangor Chapter, A. I. B., and 
Eastern Maine Life Underwriters Associ- 
ation with address on Is That Your Will? 


PORTLAND PROGRAM 
Wednesday — 10:00 A.M. — Inter- 








Trust Research Week 


May 6-10, 1940 


views—The Canal National 


Portland. 

12:30 P.M.—Luncheon with Life In- 
surance and Trust Council of Portland 
with address on The Trust Administra- 
tion of Life Insurance Proceeds. 

2:00 P.M.—Interviews—First 
land National Bank. 


Bank of 


Port- 


6:30 P.M.—Dinner under auspices of 
Portland Maine Chapter, A. I. B., and 
address on Modern Pioneers in Banking. 


Thursday — 9:30 A.M. — Meetings 
with classes in economics department at 
Bowdoin College and address on The 
Economics of Trust Business. 

Bowdoin College, Brunswick. 


3:00 P.M. — Interviews — National 
Bank of Commerce of Portland. 


Friday— 10:00 A.M. — Interviews — 
Casco Bank & Trust Company. 

12:15 P.M.—Luncheon with Rotary 
Club and address on Will’ Your Will 
Work? 

3:00 P.M.—Conference with personnel 
of trust departments of Western Maine. 

6:30 P.M.—Dinner with bank officers, 
directors, and general counsels with 
address on Trust Business in Western 
Maine. 














Six different groups, 1,500 individuals, were reached by the program 


so the trust week may be said to be 


the lengthened shadow of Gilbert 
Stephenson. 

As to Mr. Stephenson himself, he is 
a practical trust man. He _ holds 


master of arts and bachelor of law 
degrees from Harvard University. He 
has spent many years at trust work, 
first as head of the Raleigh office of 
the trust department of the Wachovia 
Bank & Trust Company, Winston- 
Salem, North Carolina, and later as 
head of the trust department of the 
Equitable Trust Company, Wilming- 
ton, Delaware. He has studied at 
first hand the development of trusts in 
most of the civilized countries of the 
world. As an authority on trust 
matters he lectures annually before 
sixteen of America’s leading universi- 
ties. 

The Maine trust week was held under 
the guidance of Roland E. Clark, vice- 
president, National Bank of Portland, 
Portland, Maine, and president, Trust 
Division, American Bankers Associ- 
ation. Together, Mr. Clark and Mr. 
Stephenson arranged the week so that 
Monday and Tuesday were spent in 
Bangor, and Wednesday, Thursday 
and Friday in Portland. 

As reference to the program will 
show, the week represented a round 
of exceptional activity with interviews 
and conferences at the individual trust 
companies in the two cities, group 


meetings, luncheons, dinners, and out- 
side addresses. The effect of these 
meetings was to carry the trust mes- 
sage to six specific groups of people 
with varying interests in trust busi- 
ness: the personnel of trust depart- 
ments; the officers, directors, and 
general counsels of banks; members of 
the bar; life underwriters; the eco- 
nomics classes of universities; and the 
general public in the form of members 
of local service clubs. It is with the 
meetings with these groups that this 
article will deal, in the order mentioned. 


ON Monday afternoon in Bangor an 

open conference was held with the 
personnel of trust departments of 
Eastern Maine. On Friday there was 
a similar meeting in Portland for the 
departments of Western Maine. In 
each case representatives of all local 
trust institutions attended these round 
table discussions, a form of meeting 
that brings the “group mind” into 
play and that is coming to supersede 
the “‘set speech” type of meeting. 

In reply to one question as to 
methods of developing new business, 
Mr. Stephenson outlined a plan which 
he had found exceedingly workable. 
Briefly, the plan consisted of assigning 
to each executive officer one prospect 
a week from a carefully selected list. 
At a subsequent meeting, the president 
with the list of assignments before 


him checked with each officer as io 
the status of his prospect. The bank 
officer was not expected to know all 
about the trust department. He was 
expected, however, to know enough 
about it to enable him to arrange a 
contact between the prospect and one 
of the trust men. This was not claimed 
to be a new plan. It has been used 
often but is seldom effective unless a 
trust-minded president sees that it is 
followed through. The idea of assign- 
ing only one prospect at a time has 
definite merit. 

Another subject that evoked con- 
siderable comment was co-operative 
trust advertising. The objections indi- 
cated were: Often the stronger, better 
equipped trust institutions were un- 
willing to sign their names to advertis- 
ing jointly sponsored. Co-operative 
advertising by trust companies had 
been tried and had fallen by the way- 
side, perhaps because the results of 
such advertising are seldom obvious 
and must be taken on faith. There is 
also the difficulty of a group decision 
on copy and the proper allocation of 
the cost. It was suggested that in 
communities where the banks were 
co-operative, such as in Bangor and 
Portland, a basic campaign of educa- 
tion could be carried on under the 
name of the corporate fiduciary associ- 
ation. This was in no way to interfere 
with the individual advertising pro- 
gram of each institution. Mr. Stephen- 
son’s comment was that a co-operative 
campaign of that nature might be 
quite constructive, and that the trust 
men should have a voice in outlining 
it, but he cautioned them against 
having the actual copy work done by 
any other than an experienced adver- 
tising man. 

The question of relations with the 





ROLAND E. CLARK 


MR. STEPHENSON 


. . . principals in trust week program 
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bar arose at the conference with trust 
personnel. Mr. Stephenson said that 
he was more encouraged than he had 
ever been on conditions surrounding 
the adjustment of differences with the 
legal fraternity. He commented that 
one of the troubles had been that trust 
men had mistaken the issue, which 
really was the issue between inside 
lawyers and outside lawyers. He 
advised spreading legal business among 
a group of competent outside attorneys 
rather than concentrating it in the 
hands of one general counsel and office 
attorney. 


[N a discussion of relations with life in- 

surance men, reference to the ““Tulsa 
Clinic” brought forth high commenda- 
tion. In this clinic lawyers, under- 
writers, and trust men meet together 
and diagnose estate problems by the 
same clinical procedure that doctors 
employ in diagnosing medical problems. 

The possibility of co-operative in- 
vestment analysis was also discussed. 
The Mutual Savings Banks in Maine 
have such a co-operative investment 
bureau, and the question was raised 
as to whether this same bureau could 
not be expanded to service trust insti- 
tutions as well. Mr. Stephenson 
pointed to the Wachovia Bank & 
Trust Company where a centralized 
investment analysis division served 
the state-wide system of six offices, 
and to the First Trust Company of 
St. Paul, Minnesota, where a central- 
ized division performed highly capable 
service at a low cost for a group of 
banks. 

Another interesting point raised 
was the influence of women on trusts. 
It was indicated that the greatest 
barrier to trusts is women, that proba- 
bly the blame attaches to trust men 
because they have not advocated in- 
come trusts which make for certain 
income. The solution lies in paying 
regular amounts whether from income 
or principal. Regularity of income is 
the important consideration. 

We turn now to the trust week 
meetings for the officers, directors, and 
general counsels of banks. One of the 
most important results of these meet- 
ings is the bringing about of a better 
understanding of the trust department 
objectives and the development of 
keener co-operation on the part of the 
bank’s own directors and official staff. 

To this group, Mr. Stephenson 
pointed to the latent opportunities in 
the trust field. Citing the commercial 
deposits in the Bangor trading area 
as an example, he showed that these 
amounted to 62 million dollars, while 
trust assets were only 17 millions. 
“Obviously,” he said, “‘trust business 
has not yet developed in proportion 
to banking resources.” 

He then pointed out that in all 


See TRUST RESEARCH WEEK—Page 30 Mr. Stephenson outlines trust functions to Bowdoin students 


Dinner meeting with bank officers and directors at Bangor 
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40-Hour 


ECENTLY at one of the state 
banking conventions a speaker 


remarked that perhaps the wage 
and hour law might prove to be a “‘bless- 
ing in disguise” after all, in that it 
was making banks more efficiency- 
minded and causing them to concen- 
trate on improving their operating 


methods. It was asserted that the 
additional incentive for banks to 
eliminate wasteful and unnecessary 


procedures might not only solve the 
hours problem, but turn a potential 
added expense into increased net 
profit. 

While if we should take a_ philo- 
sophic long-run view of the matter we 
might be inclined to agree with the 
speaker, nevertheless the hours legis- 
lation created for us a very serious 
immediate dilemma. 

Our problem, simply stated, was 
just this: We were finding it impossible 
to maintain a forty-two-hour week 
or in some cases a forty-four-hour 
week, let alone reach the forty-hour 
stage called for by October 24 under 
the wage-hour law. With the excep- 
tion of Wednesdays when we close at 
noon, the bank is open to the public 
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A Solution to the 


PROBLEM 


By 
B. P. OLSEN 


Auditor, Muscatine Bank & Trust Company, 
Muscatine, lowa 


This bank was finding it impossible to maintain a 


42-hour week, let alone reach the 40-hour goal set 


for October 24 by the wage-hour law. Improvements 


in operating methods, rather than shorter business 


hours, was its interesting solution to the problem 


from 9:30 until 3 o’clock every week- 
day including Saturday, which did 
not give us a great deal of leeway to 
prepare for business in the morning 
and balance out after closing hours, 
if we were to keep within the hours 
limitation. So our bookkeepers were 
finding it difficult to finish their work 
by 5 o’clock, while tellers were working 
until 4 o’clock or later. 

Reducing the number of hours the 


banks are open for business has been 
widely suggested as a solution to the 
problem. This has the effect, how- 
ever, of crowding virtually the same 
volume of business into a_ shorter 
period, thereby tending to slow down 
customer service, increase lobby con- 
gestion, and put a greater strain on the 
tellers. The public relations aspect of 
earlier closing or elimination of Satur- 
day service, with resultant inconveni- 


Redistribution of duties improved tellers’ service, enabled them to balance out earlier in the day 
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Hours legislation has caused bank management to concentrate on improving operations, efficiency * 


ence to customers, must also be con- 
sidered. This did not seem to us to 
be the answer to our difficulty. Nor 
did we consider it feasible from the 
standpoint of efficiency or economy 
to add to our operating staff. 

Instead, we decided that the attain- 
ment of a forty-hour week could best 
be accomplished through a_ rather 
complete redistribution of employees’ 
duties, a change in operating methods, 
and a further modernization of equip- 
ment. The steps taken in this direc- 
tion have worked out so well for us 
that we have been asked to recount 
them here, in the hope that they may 
be of some benefit to other banks 
throughout the country, many of 
whom are undoubtedly facing the same 
problem of how to handle a growing 
volume of work in a decreasing number 
of allotted hours. 

While our solution naturally will not 
meet the individual requirements of 
all other institutions of comparable 
size, nevertheless we probably could 
be considered somewhat of an average 
or typical bank in the matter of 
deposits ($5,585,255), number of em- 
ployees (eighteen, four of whom are 
active officers), and size of community 
(population, 18,000). Which leads us 
lo suspect that our erstwhile hours 
problem may have its counterpart in 
many other banks, and that perhaps 
our experience may be of rather broad 
interest. 

One of our most important changes 
has been removal of all work from the 


commercial tellers except paying and 
receiving. Previously the three com- 
mercial tellers were also handling draft 
and collection work, and proving all 
over-the-counter items. The result 
was slower service to checking account 
customers, delay in the flow of work to 
the bookkeepers and transit clerks, 
and longer hours for the tellers. 

Now all draft and collection business 
is handled exclusively by the note 
teller. The commercial tellers balance 
out cash only. Consequently, except 
for peak periods, two tellers can take 
care of the paying and receiving work. 
This leaves the third teller free for 
miscellaneous duties, which assists 
other members of the staff to finish up 
earlier in the day. 


HE proof operation is now per- 

formed behind the teller cages, no 
longer on customers’ time. This work 
of proving incoming items is done by a 
utility man who has been relieved of 
other duties by the redistribution of 
tasks, a change that did not require 
the addition of any new employees to 
the staff. In addition to improving 
customer service, the revised proof 
plan eliminated the tendency for 
counter items to pile up during the 
day, presenting an after-hour problem 
for bookkeepers and transit clerks. 
At certain varying cut-off periods 
during the day, say for example at 


*Left to right: Mr. Olsen, auditor; F. W. Allen, 
assistant cashier; W. F. Siemers, assistant cashier; 
B. L. McKee, vice-president and cashier. 


11 A.M., 12:15 P.M. and 2:30 P.M., 
all items that have accumulated up 
to that time are gathered up and 
deposits are proved, so that the items 
can be sorted, posted, etc., during the 
day. As a result, only items received 
during the last half-hour must be 
handled after the bank closes. 

The new proof equipment has the 
additional advantage of providing 
better audit control, through auto- 
matically linking each item by number 
with the deposit ticket, thus making 
identification easier in case future 
reference is desired. 

The new proving operation has been 
a distinct help in speeding up the 
handling of transit items. We aver- 
aged about 600 such items per day 
during the past quarter, and whereas 
it previously took until 5 o’clock or 
later to complete this work under the 
old system, the transit items are now 
sorted, listed, photographed and on 
their way by about 4:15 P.M. 

Other banks have evinced a con- 
siderable interest in the developments 
which have made it possible for em- 
ployees of our savings department to 
handle transit sorting and mailing, 
which formerly required the full-time 
services of an additional employee. 
This has come about through the 
curtailment of activity in our savings 
department, as the resuJt of applying 
‘““metered service’ charges on savings 
accounts of less than $200, when with- 
drawals exceed more than one per 
month; and a charge of 10 cents per 
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A change in bookkeeping routine was a major factor in the bank's solution of its hours dilemma 


withdrawal in excess of one per month 
on accounts of $200 and _ over. 
There has also been a gradual elimi- 
nation of small dormant accounts, 
since we discovered that 33 per cent 
of the total number of savings accounts 
amounted to less than 1 per cent of 
. the total volume of savings deposits. 
The clerical work involved in keeping 
these accounts on our books was con- 
siderable, and their elimination has 
been another factor in freeing savings 
department employees for transit work. 

A change in the bookkeeping routine 
has likewise been most helpful in our 
solution of the hours problem. In- 
coming mail and clearings items are 
posted in parallel runs the same day. 
Previously we also posted counter work 
to ledgers the same day, but held over 
the statements until the next morning. 
The delay in the flow of items caused 
by tellers proving deposits under the 
former system resulted in bookkeepers 
working regularly until late in the 
afternoon to complete their ledger 
posting. We now post counter items 
to both the ledger and statement the 
following morning, and this change 
together with our more efficient proof 
operation enables the bookkeepers to 
wind up a great deal earlier. They 
now are on their way out the door by 
3:30 or 3:45 under normal conditions, 
instead of by 5 o’clock as before. 

New equipment has increased post- 
ing speed and efficiency, and has 
facilitated the recording of analysis 
information. The bookkeeping de- 
partment formerly consisted of two 
bookkeepers, one clerk for sorting and 
listing, and another clerk who did 
miscellaneous duties and analyzed 
accounts. We have assigned the latter 
on proof work, leaving two bookkeepers 


and one assistant. The tellers are 
often available to assist in sorting 
items, after balancing their cash. 

This last point brings up an impor- 
tant principle that the hours problem 
has been responsible for putting into 
effect in our bank. This is an under- 
standing that no employee is through 
until all the work for the day has been 
completed. If someone is finished 
with his particular job, he is expected 
to help out somewhere else. This 
avoids the incurring of overtime on 
the part of some employees, while 
others leave early. 


N this connection, the new hours 

regulations have made it necessary to 
eliminate the previous tendency on the 
part of some employees not to be 
perturbed regardless of how late they 
might have to work, preferring to take 
their time and to finish up late rather 
than to push their work and go home 
early. There was a tendency for work 
to be comparatively slack during the 
morning, with the philosophy that it 
made no particular difference whether 
it was completed a half-hour or so 
later in the day. This situation of 
course has now been changed. Work 
must flow faster in the morning, and 
in fact throughout the day, if late 
afternoon operations are to be avoided. 
The change-over means the acquiring 
of new habits and a revised viewpoint 
as to the work schedule on the part 
of some of the employees; this is 
equally as important as new systems 
and methods, in any successful solu- 
tion of the hours problem. 

In our redistribution of work there 
is not one employee of the bank whose 
duties have not been changed in some 
regard. And despite this rather com- 


plete revamping of the bank’s routine 
additional improvements and refine- 
ments are in the offing as soon as the 
vacation period is over and the staff 
is again intact. Most of the changes 
were made in the latter part of April, 
and despite the handicap of vacation 
schedules and sickness which ensued, 
we have since that time been con- 
sistently successful in hitting our 
forty-hour week goal. 

Small details frequently mark the 
difference between keeping within the 
hours limitation, and the payment of 
overtime. For instance, one of our 
employees formerly served as clerk at 
a sale barn on Saturday of each week, 
and his absence meant additional work 
for other employees at the bank, with 
resultant longer hours. While his 
presence at the sales may have had 
some advertising value for the bank, 
we have foregone this for the sake of 
working out our hours problem to the 
best advantage. 

Another point which may not seem 
so important, but which actually may 
have a very pertinent bearing on the 
bank’s overtime record, is the manner in 
which the report of employees’ hours 
is maintained. Rather than a card 
system which many banks prefer, we 
keep a book record. The fourteen 
employees coming under this system 
sign their names and hour of arrival 
each morning, and the time they check 
out each afternoon. We find this 
single page record much easier lo 
check to see that it is completely filled 
out each day, in comparison to going 
through a file of cards. Sometimes 
bank employees are permitted to 
retain their own time cards, and the 
natural tendency is to forget to keep a 

See 40-HOUR PROBLEM—Page 34 
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THOMAS B. McCABE 


Mr. McCabe, who is chairman of 
the Federal Reserve Bank of Phila- 
delphia and president of the Scott 
Paper Co., Chester, Pa., has been 
appointed as an assistant to Edward 
R. Stettinius on the National De- 
fense Advisory Commission. Mr. 
McCabeis also a member of the Busi- 
ness Advisory Council of the United 
States Department of Commerce. 

















FLOYD W. LARSON 


Mr. Larson, assistant secretary 
of the American Institute of Bank- 
ing since 1937, has been advanced 
to the position of national secretary. 
This office had been held for twenty- 
four years by Richard W. Hill, secre- 
lary of the American Bankers Asso- 
ciation and registrar of the Graduate 
School of Banking. Mr. Larson was 
formerly executive secretary of the 
Minnesota A. I. B. chapter. 
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SENATOR GLASS 


United States Senator Carter 
Glass from Virginia will be honored 
for his service to American banking, 
at the 66th annual convention of 
the American Bankers Association 
to be held at Atlantic City, N. J., 
September 23-26. Mr. Glass has 
played an outstanding role in the 
framing of important bank legisla- 
tion, including that which set up 
the Federal Reserve System. He 
also was a co-sponsor of the Glass- 
Steagall Bill which was enacted as 
the Banking Act of 1933, and was a 
powerful factor influencing provi- 
sions of the Banking Act of 1935. 

The ceremony honoring Senator 
Glass will be held at the second 
general session of the convention, 
scheduled for Thursday, Septem- 
ber 26. 











THOMAS H. O'BRIEN 


Mr. O’Brien, mining executive, 
is the new chairman of the board 
of the Valley National Bank of 
Phoenix, Arizona, succeeding the 
late Dr. L. D. Ricketts. Mr. O’Brien 
has*been associated with the bank 
both as a stockholder and director 
since 1901, having been a director 
of the Gila Valley Bank, predecessor 
to the Valley National Bank. 





DR. WILLIAM A. IRWIN 


Dr. Irwin has been appointed 
national educational director of the 
American Institute of Banking, 
after having been named associate 
educational director a year ago. 
In his new position he succeeds 
Dr. Harold Stonier, executive man- 
ager of the American Bankers 
Association. Dr. Irwin will be 
officially installed at the annual 
A. B. A. convention in September. 
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r AHE value of the use of admission 
tickets to record entrances to 
boxes in safe deposit vaults is 

frequently a matter of discussion. 

Many of the large institutions, as 
well as many small ones, do not use 
admission tickets and keep no record 
of access to boxes. 

Others, while not using tickets, do 
keep a record of access to boxes by 
various methods. For instance, some 
require box renters to sign their names 
and write their box numbers in a book, 
on entering the vault. Some record 
the entrance to boxes by the attendant 
writing the date, time, name and box 
number in a book or register in the 
order that the visitors enter the vault, 
or by entering the data in chrono- 
logical order, but in alphabetical sub- 
. divisions. 

Where the admission tickets or book 
records are not used, the vault attend- 
ant relies largely on his ability to 
remember faces and couple them with 


Admission Ticket 


The use of the admission ticket is be- 
coming more general and is regarded 
as a more desirable method of pro- 
cedure and a better means of protect- 
ing the bank and its box renters 
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Preventing Sarr 
Deposit FRAups 


By 
JAY SPENCE 


Vice-president, Security-First National Bank 
of Los Angeles 


(Released through The National Safe Deposit Advisory Council*) 


Description of an admission ticket system designed 


to guard the bank and its safe deposit box renters 


from loss through fraudulent entry into the vault. 
The system provides signed evidence of all who 


enter the vault and have access to deposit boxes 


the proper box numbers. Just how 
dependable this system is and how 
often the attendant does not know the 
renter, but takes a chance, is a moot 
question. 

It is admitted that attendants 
develop a remarkable memory for 
names and faces and seldom get their 
bank into trouble by admitting the 
wrong person. Perhaps this record is 
due to good judgment, or perhaps to 
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good luck and the fact that people are 
generally honest and must have keys 
to fit the boxes they desire to enter. 

Of course, when the attendant has 
any doubts, he can satisfy himself as 
to the identity of his visitor by refer- 
ence to the description of the renter in 
the records of the department and by 
comparing his signature with the 
signature on file. 

It is claimed occasionally by some 
that no more frauds are committed 
with resulting losses in banks where 
admission tickets are not used, than 
where they are used. 

Nevertheless the impression is that 
the use of the admission ticket is 
becoming more general and is re- 
garded as a more desirable method of 
procedure and a better means ol 
protecting the bank and its box 
renters. 

For the benefit of those who are not 


*Officers: President, Kenneth W. Murray, Union 
& New Haven Trust Company, New Haven, Connecti- 
cut; Vice-president, Andrew H. Troeger, Safe Deposit 
& Trust Company of Baltimore, Maryland; Secretary- 
Treasurer, J. F. R. Packard, Fidelity-Philadelphia 
Trust Company, Philadelphia, Pennsylvania. Execu- 
tive Committee: The officers and the following: 
Richard E. Harris, American Security & Trust Com- 
pany, Washington, D.C.; Charles W. Neal, Fifth-Third 
Union Trust Company, Cincinnati, Ohio; Jay Spence, 
Security-First National Bank, Los Angeles, California; 
R. O. Thayer, Fifth Northwestern National Bank, 
Minneapolis, Minnesota; Gayton Abbott, Webster & 
Atlas National Bank, Boston, Massachusetts; H. S. 
Heil, Mississippi Valley Trust Company, St. Louis, 
Missouri. Chairman Publicity Committee, August 
Roeder, Mercantile-Commerce Bank & Trust Com- 
pany, St. Louis, Missouri. 

















THE BURROUGHS CLEARING HOUSE—July, 1940 


familiar with the use of the admission 
ticket the following outline of proce- 
dure may be of interest. 


ADS of the tickets are kept on a 

desk just outside of the gate to the 
safe deposit lobby and within full 
view of the safe deposit clerk. Patrons 
desiring access to their boxes are asked 
to sign one of the tickets and enter their 
box number thereon. Everyone with- 
out exception, from the president of 
the bank, the largest stockholder, the 
most influential citizen, the best known 
patron, down to the humblest cus- 
tomer, desiring entrance to his box, is 
required to sign a ticket and enter his 





box number in the appropriate place. 

The safe deposit clerk then takes 
the admission ticket and compares the 
signature with that on the permanently 
filed signature or agreement card to 
see that they are identical, and if 
occasion seems to require, may also 
make sure that the description of the 
box renter on the bank record tallies 
with the person at the desk desiring 
entrance. 

The clerk also notes if there are any 
instructions filed that must be ob- 
served, such as death of one of the 
persons having right of access, attach- 
ment, restraining order, etc., etc. 

If everything is found in order, the 
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Vault Entry 


The admission ticket, which is here 
being handed to the uniformed guard 
of the Security-First National Bank 
of Los Angeles, carries a complete 
record of each vault entry 


clerk signs his or her name on the 
ticket, stamps the date and time 
thereon, and passes the ticket back 
to the renter or to a vault attendant. 
Smaller banks will ordinarily write the 
date and time on the ticket. 

For obvious reasons, it is desirable 
that tickets shall be signed before the 
clerk at the entrance to the safe 
deposit department, rather than at 
some other part of the bank, at the 
office, or home. Many banks insist 
that the tickets shall be signed in the 
presence of the safe deposit clerk. 

If anyone is with the box renter and 
desires to accompany the latter to a 
booth, the renter writes on the face 
of the ticket, “‘accompanied by (name 
of visitor),’”’ or some banks prefer to 
have the visitor sign on the ticket 
under the signature of the box renter 
and the renter then approves by plac- 
ing his initials under the visitor’s 
signature. 

The tickets are filed daily according 
to the box number, the tickets for each 
box having a separate pocket or com- 
partment in a drawer file. In other 
words, the tickets are filed similar to 
the manner in which canceled checks 
are filed, but in numerical order 
instead of alphabetical order. 

Annually the tickets are transferred 
from the active file to an inactive file, 
where they are retained for about a 
five-year period usually, and then 
destroyed. 


HE main advantages of the use of 

admission tickets are that the bank 
has signed evidence of every time the 
box renter has had access to his box: 
the bank has signed evidence of the 
clerk or clerks who identified the 
renter and admitted him to his box; 
and the bank has signed evidence of 
all who have accompanied the renter 
to his box or booth. All of this 
evidence over a long period is immedi- 
ately available as to any particular 
box, if occasion demands, no matter 
how many changes in renters it may 
have. 

The system that best protects a 
bank from loss perpetrated by crooks 
from within or without, or by forgetful 
or careless customers, and that records 
the doings of all involved at a mini- 
mum of effort or expense, is naturally 
the most desirable. 

Proponents of the admission ticket 
system firmly believe that it is the 
best method yet devised to protect 
safe depositories and their box renters. 
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CANADIAN BANKING 














By JAMES MONTAGNES 


Banks Active in Stimulating 
Tourist Trade 

Canadian banks are playing a part 
in Canada’s effort to increase the 
United States tourist invasion this 
summer. Individually and collectively 
the banks are taking part directly and 
indirectly in featuring the tourist 
attractions of the Dominion in this 
war year. 

Tourist business is important to 
Canada, especially so this year, with 
the need of United States dollars to 
purchase war supplies in the United 
States. To quote from the advertise- 
ment of the Canadian Bankers’ Associ- 
ation for The Chartered Banks of 
Canada, “Every year well over 10,000,- 
000 tourists visit Canada from the 
United States. They spend some $250,- 
000,000 in the Dominion. Canada’s 
tourist trade has become one of the 
most important sources of our na- 
tional income. Under stress of war, 
American tourist dollars are vital in 
_providing needed exchange. 

‘“‘Canada’s Chartered Banks mate- 
rially assist in promoting this valuable 
trade. Over 3,000 branch offices 
provide the tourist with familiar bank- 
ing services throughout the Dominion, 
often in the most remote areas. At 
any of these branches Travellers’ 
Cheques are cashed, Letters of Credit 
negotiated, money exchanged, tourist 
information gladly furnished by man- 
agers and staff. 

“By friendly, courteous treatment 
and efficient service, Canada’s Char- 
tered Banks add to the warmth of 
welcome, encourage the stranger within 


our gates to return another year, and 
facilitate the nation’s business.” 

The Bank. of Nova Scotia in one of 

s “Know Your Country” advertise- 
ments shows graphically the growth in 
tourist trade since 1913 when Cana- 
dians spent more money traveling 
abroad than they received from visi- 
tors to the Dominion, through the 
heyday of 1929 when tourist trade 
totaled $309,000,000, to 1939 when it 
totaled $275,000,000. 

**As indicated,” states the advertise- 
ment, “‘tourist trade is a development 
of the past 20 years with increasing 
use of automobiles and extension of 
good roads. Roughly 90 per cent of 
this trade both ways is with the United 
States. Tourist expenditures in this 
country are an important source of 
U. S. dollars and a great help towards 
making our large payments of interest 
and dividends across the border.” 


"THE Royal Bank of Canada in a 

recent monthly survey featuring the 
tourist trade, in which it showed from 
what sections of the United States and 
from what other countries in normal 
times the motor cars come to Canada, 
concluded by stating that an extra- 
ordinary campaign for tourist trade 
was necessary this year. 

*‘While positive action is required,” 
the Royal Bank survey concluded, 
“‘care must be taken to prevent special 
war-time measures from giving rise to 
unnecessary restrictions or from creat- 
ing impressions which may discourage 
tourists. The mere fact that Canada 
is at war may be sufficient to do this, 
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unless the true situation is made known 
that the conditions usually associated 
with a country at war do not exist in 
Canada, and that there are no restric- 
tions in the way of tourists. 

“Two factors in the present situ- 
ation are strongly in Canada’s favour: 
first, the obstacles to overseas travel 
for United States citizens, and secondly, 
the premium on United States dollars 
in comparison with Canadian. It 
should be the policy of our authorities 
to exploit these advantages with the 
utmost vigour. There is the additional 
value, at this time especially, of culti- 
vating a friendly and sympathetic 
attitude on the part of the people of 
the United States. The tourist trade, 
under these circumstances should 
occupy a position of prime importance 
in the war-time policies of the Canadian 
Government.” 

The Imperial Bank of Canada in an 
advertisement headed ‘“‘More than 
Neighbours -FRIENDS” emphasized 
that “It is the happy duty of Ca- 
nadians to make our visiting neigh- 
bours glad they came . . . to make 
them firm friends of Canada, as well 
as good neighbours, before they return 
to their own homes.” 

The Dominion Government, through 
the Foreign Exchange Control Board, 
has placed in all bank branches posters 
addressed to tourists, advising them 
that United States currency is ac- 
cepted at the official premium set by 
the board. 

Indirectly banks are aiding the 
tourist campaign with special booklets, 

See CANADIAN BANKING—Page 32 


Examples of promotional material by which Canadian banks 
are assisting the campaign to attract United States tourists 
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3000 Miles of Open Border! 


@ You are invited to enjoy a vacation in Canada, 
amongst people you know and understand, and from 
. whom you will receive a warm welcome. 

In Canada the attractions and opportunities for a 
real holiday are unsurpassed. Pleasant conditions 
of living and travel are assured. 

Entry and exit are simple and convenient. The 
official premium on U.S. money is to your advantage 
and not to be overlooked. : 

Our Branch Managers throughout Canada will 
extend all possible assistance. 


the BANK of NOVA SCOTIA 


Established 1832 — Over o Century of Banking Experience 
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OURT DECISIONS... 


Stopping payment on deposited check held invalid... Anticipatory breach 
of contract not applicable to note ... Bank required to honor check held 


more than 24 hours... Court defines the meaning of “material alteration” 


No Stop Payment on Deposited 
Check 


A issued and delivered to B as 
payee a check drawn on a bank at 
which both had accounts. B deposited 
the check to his account, and the 
bank credited the amount of the check 
in his pass book. About an hour 
later, but before the bank had charged 
the check to A’s account, the bank 
received from A a notice to stop pay- 
ment on the check. There was suf- 
ficient money in A’s account to cover 
the check, but in view of the stop 
payment order the bank charged the 
check back to B’s account. 

B then sued the bank for the 
amount of the check. 

Ruling against the bank, the Su- 
preme Court of Minnesota said: 

“When a check is presented for 
deposit drawn on the depositary bank, 
the bank may refuse to pay it, or take 
it conditionally by express agree- 
ment, or by usage; but otherwise, if 
it pays the money, or gives credit to 
the depositor, the transaction is closed 
between the bank and the depositor, 
unless the paper proves to be not 
genuine or there is fraud on the part 
of the depositor. The giving of credit 
is practically and legally the same as 


By 


CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


paying the money to the depositor 
and receiving the cash again on 
deposit.” 

In the case before the court the 
deposit account agreement between 
the bank and depositor provided that 
the bank might charge back to the 
depositor any item drawn on the 
bank “‘later found to be not good.” 

Again ruling against the bank, the 
court pointed out: 

“The bank reserved the right to 
charge back items drawn on itself 
only when later found to be not good. 
There is nothing in the facts of this 
case from which it can be inferred that 
the check in question was ever found 
to be not good. On the contrary, it 
was expressly found by the trial court 
that there was a sufficient balance in 
the drawer’s account to pay the 
check.” 

In other words, when the bank 


credited in the depositor’s pass book 
the check drawn on itself, the deposi- 
tor’s right to the proceeds of the check 
were “‘fixed”’ just as definitely as if he 
had received cash. The subsequent 
stop payment order could not change 
the situation. The Minnesota court 
further pointed out that in such cases 
the bank need suffer no loss if there is 
enough money in the drawer’s account 
to meet the check. 

“By disregarding the stop order,” 
observed the court, “the accounts can 
be balanced without harm to the 
depositary bank.”’ (White vs. Cooper- 
man et al., 290 Northwestern Re- 
porter, 790.) 


° ¢ Sd 


Anticipatory Breach on Note 


Where a person obligated to perform 
under a contract gives notice that he 
will not perform or goes through cer- 
tain transactions which will make it 
impossible for him to perform when 
the time of performance arrives, ordi- 
narily the other party to the contract 
does not have to await the time of 
performance before he can bring legal 
action. The party who will be 
damaged by the failure of performance 

See COURT DECISIONS—Page 34 
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THE 
PUBLIC 
NATIONAL 
BANK 
AND 


TRUST COMPANY 
OF NEW YORK 


Service — Maintaining an 
intimate, personalized corre- 
spondent bank service. 


Experienee—Officials with 
years of service in this field, 
assuring a knowledge of re- 
quirements and valuable as- 
sistance. 


Poliey — To cooperate with 
out-of-town banks rather than 





compete for business which is 
rightfully theirs. 


Resources over $170,000,000 


ESTABLISHED 1908 


MEMBER 
NEW YORK CLEARING HOUSE ASSOCIATION 
FEDERAL DEPOSIT INSURANCE CORPORATION 
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Your Friendly fiddress 
in OHLAHOME CITY 


At this starting 
rate a sufficient 
number of rooms 
are available to 
supply the 
demand. 
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The BOOKLET COUNTER 














Booklets listed below are offered without charge or obligation to bank officers 
and other executives, through the co-operation of nationally-known institu- 


tions. 


Address your requests, on your bank or company’s letterhead, to 


THE EDITOR, THE BURROUGHS CLEARING HOUSE 


SECOND AND BURROUGHS AVENUES 


New Booklets 


BANKING AS A BUSINESS ... A review 
of the salient developments in banking during 
the decade from 1929 to 1939, published as 
part of a quarterly bulletin by a New York 
financial institution. Discusses such phases 
as the transitition in sources of earnings, prob- 
lems of government competition, easy money, 
and the extent of profits and losses. 


ACCOUNTING AND YOUR POCKET- 
BOOK ... By means of a question and answer 
method, this 16-page pamphlet clears up 
common misunderstandings in the public 
mind concerning the functions of accounting 
and auditing. It is of interest to banks, not 
only for its contents but also as an applicable 
example of effective public education. 


RECOMMENDATIONS FOR OFFICE 
LIGHTING .. . This booklet cites facts to 
consider in connection with efficient lighting, 
and presents a table of footcandle standards 
for various office tasks. Installation photo- 
graphs help to illustrate advanced lighting 
technique. 


Booklets Still Available 


BANK MANAGEMENT CONTROL... 
This 152-page book, written by E. S. Woolley 
and published by the George S. May Com- 
pany, is offered free to one executive officer 
in each bank. It presents principles to be 
followed in the control of expense, deals in 
particular with some of the perplexing bank 
problems that have recently arisen, and takes 
sharp issue with many accepted banking 
practices. 


A PRACTICAL APPROACH TO THE 
BANK INVESTMENT PROBLEM . 

This is a reprint of a thought-provoking 
address by Charles W. Dupuis, president of 
The Central Trust Company, Cincinnati, 
before a recent bond conference. It includes 
some particularly interesting observations on 


| the disposition of sub-standard securities. 


| a wide variety of prices. 


| States, 


| STEEL FILING EQUIPMENT ...A 


49-page catalogue illustrating a complete 
range of styles in four grades of steel filing 
equipment, showing construction features 
and installation views. Also pictured are 
low-cost dead storage files with an improved 
stacking device. 


SUMMER VACATIONS ... An outline of 
possible vacation trips of varying lengths and 
Includes popular 
vacation areas and journeys in the United 
Canada, Mexico, Bermuda, West 
Indies, Central America and South America. 
Gives interesting itineraries upon which to 
build individual or family trips. 


| THE TRUSTEE IS PERSONALLY 


LIABLE ... A survey of court decisions 
covering individual liability of fiduciaries to 


In writing to advertisers please mention The Burroughs Clearing House 


DETROIT, MICHIGAN 


third persons for negligence in management 
of property or estates, and suggestions for 
protecting the interests of trustees and 
beneficiaries. 


BANK DISPLAYS... A folder describing 
a new bank display service, featuring ani- 
mated three-dimensional displays furnished 
on a lease agreement, with 15-day changes. 
Lists 16 different bank services on which 
promotion is available. Information sup- 
plied on price, shipping arrangements, and 
construction. 


FINE LETTERHEADS ... An exposition 
of some of the “tremendous trifles’? that 
make up the secret of outstanding letter- 
heads, presented in the form of actual 
examples with explanatory notes as to 
typography, printing processes, etc. 


MAKING BANKS LEADERS IN THEIR 
COMMUNITIES The story of an 
organization that will undertake the entire 
responsibility of building or modernizing 
your bank, by which you deal with only one 
company, sign only one contract, at one 
guaranteed price determined in advance. 
Brochure outlines scope and advantages of 
plan, and lists bank customers throughout 
the country. 


SPECIAL PROBLEMS IN OFFICE 
MANAGEMENT .. . How problems in the 
dispatch of correspondence and other mail can 
have a definite bearing on operating efficiency 
and profits; also how greater volume can be 
handled without increasing office overhead. 


HOW MUCH WILL AIR CONDITION- 
ING PAY ME? . .. An ingenious graph 
method for determining the approximate 
profit that can be made from an air condition- 
ing installation, based on known factors and 
anticipated results. 


INVESTMENT CREDIT FILE ... In 
conjunction with a leading New York bank, 
an impartial investment service has published 
reports on companies whose bonds are actively 
traded and eligible for bank investment. 
Sample reports on leading railroad, public 
utility and industrial bonds will be sent to 
illustrate the helpfulness of such records. 


MODERN CHECK DESIGNS .. . Banks 
are becoming more and more conscious of 
the important part their checks may play in 
a public relations program, and as an adver- 
tising medium. A folder containing an 
assortment of up-to-date designs wi!l be sent 
to bankers who are interested in improving 
their checks. 


CAN I MAKE A LIVING AS A LIFE 
INSURANCE REPRESENTATIVE? .. . 
A good booklet to pass on to some capable 
young fellow who’s looking for a job or who 
hasn’t decided just what he wants to do, or 
a responsible older man who hasn’t found his 
right place in life. 


Bai ese rien 
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BRANDT 


COIN COUNTER 
and PACKAGER 


pays for ittelf 
in less than 


aie / 





Reproduced with 
permission of 

Waltham National Bank, 
Waltham, Massachusetts 








That's the Opinion of This User? 


Based on actual costs, the Waltham National Bank knows that the Brandt 
Coin Counting & Packaging Machine it has installed will save its purchase 
price in less than a year. A great many other banks—large and small—have 
found that this machine will pay for itself in a comparatively short time 
because of its absolute accuracy and the great amount of time it saves. 


FREE TRIAL — Right on the Job! 





The machine referred to in the 
Banks may give the Brandt Coin Counter & Packager a trial without cost or SS a ee 


The Brandt Coin Counter & Pack- 
ager can also be supplied in a hand 
operated type—Model CA. 


obligation before deciding upon purchase. An invoice will not be rendered 
covering equipment placed on trial unless an order is received—and if the 
decision is against purchase, the equipment will be removed just as cheerfully 


as placed on trial. @ SPEEDY 
" a @® ACCURATE 
Brandt Automatie Cashier Co.. watertown. Wis. @ DURABLE 





BRANDT AUTOMATIC CASHIER COMPANY 


Dept. B 7, Watertown, Wisconsin 
(] We should like to have you ship a Brandt Counter & Pack- 
ager for trial. 
(] We should like further information regarding this equip- 
ment. 


We are interested in: [_] Model CB (_] Model CA 


Automatic Cashiers (paying and changing) We should also like information regarding the following: 


Coin Counte and Pack ° (] Brandt Automatic Cashiers 
— — “ein (] Brandt Coin Sorters & Counters 
Sorters and Counters * Coin Storage |} Brandt Coin Wrappers & Bill Straps 


Trays * Coin Wrappers and Bill Straps 


Bank Name............. 
Send Attention of.. Seelanvegs Sai tees saat Oe «aoe 
TN ck wives si ee tise dats ner cant Set dscaa De aewone tk ak aa Sees 
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(CONTINUED FROM PAGE 11) 


Filling the defense orders will require 
heavy capital expenditures by manu- 
facturing concerns to erect new build- 
ings, procure equipment, and carry 
stocks, and this is expected to provide 
new outlets for bank credit. To the 
extent that banks are unable to 
finance such activities the Reconstruc- 
tion Finance Corporation is ready to 
expand its business loan program. The 
RFC would prefer, however, as in the 
past, to make loans in co-operation 
with banks by underwriting, partici- 
pating in, or purchasing loans made 
by local banks in the first instance, 
and to encourage this the RFC is 
ready to give definite “take out” 
commitments up to 75 per cent of 
such loans instead of the 50 per cent 
limit heretofore used. 

Private capital will be relied on to 
furnish the bulk of the funds needed 
for plant expansion for defense pur- 
poses and nothing like the War 
Finance Corporation is planned for the 
present, but new legislation gives the 
RFC wide powers in this field. It is 
authorized, with the approval of the 
President, to make loans or to purchase 
capital stock or to form corporations 
for the purpose of aiding the Govern- 
_ ment in its national defense pro- 
gram, for acquiring and carrying raw 
materials, for plant expansion and 
equipment, and for working capital. 
Such loans may be on conditions 
determined by the RFC, and the 
probability is that they may be at a 
low interest rate and of long maturity. 

As of mid-June all defense financing 
plans were of a temporary and compro- 
mise nature, dictated largely by desire 
for speed and the expectation that 
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FINANCING DEFENSE 


Congress would adjourn shortly. How- 
ever, the course of the war in Europe, 
particularly the entrance of Italy, led 
to demands that Congress remain in 
session to make further provision for 
national defense if necessary and to 
make a more thorough revision in the 
revenue laws to bring in more money 
to pay the bills. 


LAST September when the European 

war broke out the Treasury called in 
a group of banking and financial ex- 
perts to make plans for financing the 
Government in case we should become 
involved. These plans are still current 
and could be used to finance a huge 
defense program even though the 
country were not actually engaged in 
armed hostilities. While these financ- 
ing plans have never been made public, 
it is understood that they did not 
include the five-year amortization plan 
proposed by the House Committee on 
Ways and Means. This five-year plan 
was accepted at the time it was 
drafted as probably the best which 
could be put through Congress 
promptly, but there was some feeling 
that the Treasury should not be tied 
down by requirements that the new 
securities have maturities of not more 
than five years and that they fall due 
on quarterly tax dates and be amor- 
tized by special ear-marked receipts. 

While the tax bill was being drafted 
by the House committee a new study 
was ordered to prepare legislation for 
the next session of Congress, either 
this fall or early next year, to make 
further changes in the revenue laws. 
Two points to be covered specifically 
are war profits taxes and amortization 
of capital used in building new plant 


o ° 


capacity for filling defense orders. It 
appeared probable that further changes 
in the defense financing program 
might be made at the same time. 

Should the defense crisis continue, 
Congress will have before it a wide 
variety of war financing measures, 
ranging from higher direct taxes to 
capital levies and issuance of fiat 
money. For several] years there have 
been bills calling for confiscatory war 
profits taxes and conscripting wealth 
in time of war, but so far the adminis- 
tration has given no encouragement 
to such schemes. One plan, however, 
has recently been suggested by Jerome 
Frank, chairman of the Securities and 
Exchange Commission, for a combina- 
tion of an income tax and a forced loan 
for war financing, modeled on a 
proposal of J. M. Keynes, British 
economist. This would require em- 
ployers to deduct a percentage of wages 
and salaries, the employees being given 
in return special Government securities. 
Discussion has also been revived of 
taxing Government securities now ex- 
empt from taxation, as a means of 
securing greater revenue for defense 
purposes, and many other new tax 
proposals will be discussed if the 
emergency continues. 

One factor obvious to all who have 
made more than a superficial study of 
the situation is that adequate prepara- 
tion for modern war cannot be fi- 
nanced out of current taxes and that 
if world conditions require our rearma- 
ment program to be continued and 
expanded a year or so hence the five- 
year amortization plan of the House 
tax bill will be inadequate and will 
have to be supplanted by a less 
restricted borrowing plan. 


INVENTORY LOANS 


(CONTINUED FROM PAGE 14) 


straight commercial basis is beyond 
their reach. In one case we solved 
such a problem in the case of a foundry 
by instituting a field warehouse at the 
foundry. It needed money for raw 
materials which consisted principally 
of scrap-iron and coke. It required 
financing to carry its finished inven- 
tory, which consisted principally of 
pipe and fittings. Commodity financ- 
ing met both these requirements. A 
field warehouse was set up which 
covered the scrap-iron and the coke; 
another warehouse for the pipe and 
fittings. When the raw materials 
were withdrawn for processing, the 
raw material warehouse receipt loans 
were paid off. Then, as the finished 


products moved from the foundry, 
they were picked up on new receipts 
to become colJateral for new loans. 
The operations were virtually simul- 
taneous, for as raw material was with- 
drawn finished products were coming 
off the line. No actual cash outlay 
by the borrower was necessary to pick 
up the release of raw material after 
the simultaneous exchange once got 
under way. 

In each of the above instances, it is 
apparent that we engaged in what was 
actually a classical commercial bank- 
ing operation. The paper, which we 
took would, in the normal course of 
business, liquidate itself. Basically it 
differed only in detail from an accept- 
ance. Thus in effect we provided the 


man with an inventory the same 
financing accommodation as we would 
the man with a valid sale contract. 
In the latter case we look to the 
enforcement of the contract in law for 
our collateral. In the case of com- 
modity lending we look to the bail- 
ment and the value of the bailed or 
warehoused commodity for our col- 
lateral. It takes a different type ol 
judgment, of course, to assay the 
value of a name in Dun & Bradstreet 
and the value of newsprint, but to the 
borrower the results of one are about 
the same as the other. In the one case 
he reduces the amount of cash he has 
tied up in sales contracts, in the other 
the amount he has invested in inven- 
tory. Thus in both instances he 





ve 

of 
ra- 

fi- 
at 
la- 
nd 
Ve@- 
ise 


ESS 


me 
uld 
ict. 
the 
for 
ym- 
ail- 
or 
-ol- 
of 
the 
eet 
the 
oul 
ase 
has 
her 
en- 
he 





THE BURROUGHS CLEARING HOUSE—July, 1940 


29 











" HEN Father painted the parlor it cost only 

twice as much as Mr. Brown, the painter, 
asked—that is, not counting Father’s time. There 
were the cleaning bills for the rugs, refinishing for 
the floor, the X-ray for Father’s elbow (when he 
fell off the ladder), and then we never knew there 
were so many different shades of white... and 
Mother hired Mr. Brown to do it all over again.” 


A short short story is told here that’s familiar to 
every retail paint dealer, and every experienced con- 
tracting painter and decorator. Each man to his 
trade, and the paint industry today offers so many 
new and varied products and services that it rarely 
pays for the amateur to undertake important jobs— 
interior or exterior. 


And when the experienced contractor, distributor 
or paint retailer needs insurance of any type he does 
not just say, ‘$50 worth of insurance, please.’’ Be- 
cause he realizes the necessary part played by on- 
the-spot service in modern distribution, he asks for 
and gets the advice and full services of a capable 
purchasing agent in the complex insurance field, like 
himself an expert middleman. No worries about 
uncovered risks that might wreck a business. 


* * * 


Because we believe so thoroughly in the services of 
an expert middleman, whether contracting painter, 
retail paint dealer, insurance agent or broker, we 
refuse to accept business direct because it is not in 
the interest of the Company or the assured to do 
so. When you buy National Surety Fidelity Bonds, 
Surety Bonds Burglary or Forgery Insurance through 
your local insurance agent or broker, you deal with 
a customer and friend who is a fellow member and 
supporter of the American Business System. 





@ This is a reprint of an advertisement of a stock- 
insurance company directed to the independent 
business men in the painting field in your city. 


The commercial bank, like the contracting painter 
or paint retailer, is a middleman. Its customers and 
its directors are chiefly independent business men 
—representative of the American Business System. 





NATIONAL SURETY CORPORATION 


VINCENT CULLEN, President 
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improves his working capital position. 
We have found that this is a vital prob- 
lem to many a small and medium size 
business as well as to large businesses. 
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In helping to solve it, we not only 
help the individual business involved, 
but the community as a whole. This 
would probably be worth while as a 


¢ « 


purely service function. When it is 
considered that in addition it increases 


TRUST RESEARCH WEEK 


(CONTINUED FROM PAGE 17) 
English-speaking countries trust sys- 
tems and services were strikingly 
similar, that the responsibility of carry- 
ing on trust business has been en- 
trusted to the banks. He drew the 
conclusion that since this is definitely 
the responsibility of the banks, it is 
up to the banks to make trust service 
available to and acceptable to the 
people of this country. 

The subject of the part-time trust 
officer for the small institution brought 
forth the comment that it was danger- 
ous unless this trust officer was a 
specialist in trust business, though not 
necessarily an attorney. It is, he 
pointed out, one of the duties of the 
officers and directors to see that the 
man in charge of the trust department 
is competent. 

This led to a discussion of the wis- 
dom of establishing community trust 
companies in those areas lacking 


sufficient trust business to support 


several competing departments. Tak- 
ing a look into the future, Mr. Stephen- 
son gave as his belief that the time 
was not far distant when enabling 
legislation would be passed, and that 
such institutions, perhaps jointly 
owned by the banks, would become 
a fact. 


A “statement of policy” to be 


adopted and issued by all trust insti- 
tutions was strongly urged, with 
special reference to the statement of 
policy or Official Trust Pamphlet, 
published by the Phoenix State Bank 
& Trust Company, Hartford, Connecti- 
cut. Mr. Stephenson declared himself 
as emphatically in favor of such a 
statement of policy and suggested 
that the Maine banks should develop 
one for their immediate use. 


MOST telling part of this meeting 
dealt with the directors’ relation to 
the trust business. Here, three things 
were emphasized that a director can 
do to be a good director. 1. He can 
go to the trust department and 
acquaint himself with its functions. 
2. He can sit at the trust officer’s desk 
and talk over trust problems with 
which he is familiar. His fresh view- 
point will be valuable. 3. Most im- 
portant of all, he can give the institu- 
tion of which he is a director his own 
and his family’s business, and in addi- 
tion that of his own business enterprise. 
Mr. Stephenson next told what steps 
he would take if he were entrusted 
with the job of building trust business 
for one of the local institutions. 
Briefly, these steps were: Get the 
business of the trust officers, the trust 
staff, and then of the bank’s officers, 
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| attorneys, Mr. 


bank lending, it becomes doubly 
valuable. 
directors, and stockholders. Check 


present trust customers for further 
business. Check other bank customers 
for trust business. 

He concluded by pointing out the 
bad effect of having men connected 
with trust institutions fail to name 
their own institutions in their wills, 
and stated that it was doubly valuable 
for directors to name their own institu- 
tions not only because their estates 
were often substantial but because 
of the confidence it inspired in the 
general public’s mind. 

One further note should be added 
to what might be termed the internal 
side of trust week. During the week, 
a time was set apart for each trust 
institution in the two cities when 
Mr. Stephenson met the president and 
later the head of the trust department 
for an exchange of ideas. This is a 
feature of the trust week program 
though the problems discussed were 
held confidential. 


URNING now from the internal to 

the external side of the picture, we 
come first to the attorneys. Every 
trust officer realizes that public rela- 
tions objective number one for his 
institution is maintaining mutually 
satisfactory relations with the lawyers. 
It was therefore appropriate that at 
the first meeting of the Maine trust 
week, the leaders of the bench and 
bar, members of the Penobscot County 
Bar Association, sat down to a Duncan 
Hines recommended luncheon, follow- 
ing which Mr. Stephenson discussed 
“Working Provisions of Wills and 
Trust Agreements in Maine.” Point- 
ing out that the drafting of wills and 
trust agreements is one of the privileges 
and also one of the responsibilities of 
Stephenson told of 
the work being done by the trust 
research division in bringing the find- 


| ings of its nation-wide study of will 


| provisions 


| estates and the 


| underwriters. 


to the law students in 
sixteen outstanding law schools. He 
also set forth the pitfalls created by 
‘troublesome provisions” in wills. In 
a meeting held later in the week at 
Portland, he presented the other side, 
the provisions frequently omitted 
which would help in the settlement oi 
administration of 
trusts. 

Our next turn takes us to the life 
The principal meeting 


| with this group was at Portland, where 


' a luncheon 


was arranged with the 
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'$40,000,000 IN NEW LOANS” 
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* *x * You, too, can increase your bank's territory —through LAWRENCE SYSTEM 


commercial loans, as the one quoted above field warehousing. * Reap new profits 
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the opportunities afforded by the produc- using readily marketable inventory as col- 
ers, manufacturers and wholesalers in your lateral. Send for free descriptive booklets 
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Life Insurance and Trust Council. 

For this luncheon, Mr. Stephenson 
chose as the subject for his address 
‘Trust Administration of Life Insur- 
ance Proceeds.” In this address, he 
praised the work that is being done 
in Portland and other centers through 
the co-operative efforts of life insur- 
ance and trust councils. He discussed 
the part played by life insurance in 
estates today, and encouraged the 
establishment of life insurance trusts. 
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Let Globe-Wernicke storage and transfer 
cases solve your problem of storing corre- 
spondence, checks and other valuable 
papers. They are made in a variety of 
styles, sizes and grades for every need. 
Our dealer in your city will gladly recom- 
mend the cases that exactly fit your 
requirements for efficient and economical 
storage files. 
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windows sell 
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Write today for full details. 
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Taking up the subject of the invest- 
ment of insurance proceeds by trust 
institutions, Mr. Stephenson cited a 
number of specimen cases that had 
come to his attention of the successful 
handling of these funds. In each of 
the cases he cited the investment 
return that had been obtained, a phase 
that proved of exceptional interest and 
one that, it was indicated, is likely to 
come in for additional consideration. 

Mr. Stephenson next pointed to the 
similarity of investment procedure by 
life insurance companies and _ trust 
institutions. ‘““Therefore,’” he asked, 
“does it not follow, if the quality of 
administration is substantially the 
same whether the proceeds are left 
with the insurance company or put in 
trust with the trust institutions, that 
the life insurance trust should be con- 
sidered on its merits and should be 
employed as a mode of settlement if, 
and only if, it means better service to 
the beneficiaries or better protection 
of the general estate?” 


E come now to Mr. Stephenson’s 

appearance before groups of eco- 
nomic students at the University of 
Maine at Orono, and at Bowdoin 
College in Brunswick. 

To the Maine students he talked on 
trust business as a life work. The 
picture he painted was of a limited 
field for men of high caliber, a field 
that offered reasonable compensation, 
an opportunity for constructive and 
interesting service to socially minded 
men, and the promise of steady em- 
ployment. Of particular interest were 
the statistics he cited on the number 
employed in trust work. These sta- 
| tistics show that in the 2,800 trust 
institutions there are 7,072 men and 
/ women holding official positions and 
perhaps five times as many employees. 

Before the students of Bowdoin 
College he spoke on the economics of 
the trust business. After carefully 
detailing the services performed by 
trust institutions and indicating those 
whom they were designed to serve, he 
discussed the effect of trust business 
|on the production, the conservation, 
| the distribution, the concentration, 
'the stagnation, and the stabilization 
_of the economic wealth of the country. 
| This brings us to two of the largest 
/and most important meetings of trust 
_week, those in which Mr. Stephenson 
| appeared before audiences of what 
|might be termed the ultimate con- 
| sumers, the users and potential users 
|of trust service. The first of these 
|meetings was a dinner meeting at 
|Bangor at which the guests were 
largely members of the local service 
| clubs, although members of the East- 
'ern Maine Life Underwriters Associ- 
| ation and the Bangor Chapter of the 
| American Institution of Banking were 
‘also invited. The second was in Port- 
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land where Mr. Stephenson spoke 
before members of the Rotary, Ki- 
wanis, and Lions Clubs and their 
guests. 

In the Bangor meeting his subject 
was, “Is That Your Will?” and in 
Portland, “Will Your Will Work?” 
In both of these discussions Mr. 
Stephenson, by taking up important 
questions that are coming up in wills 
today, by stressing the importance of 
the proper arrangement of estate 
plans, by citing numerous instance of 
trouble caused by faulty wills and 
trust agreements or lack of wills, 
impressed the listeners with the serious- 
ness of handling their estates, and 
counseled as to the steps to be taken 
to set their affairs in order. These 
were simple presentations of basic 
faults that are familiar to trust men 
but that are constantly overlooked by 
the uninformed layman. 

Both audiences appeared impressed, 
and it was predicted as likely that, 
following the talks, many attorneys in 
both cities would receive calls from 
clients in which new wills or revisions 
of old wills would be discussed. It 
seemed equally probable that in the 
course of time business which was 
inspired by these meetings would 
filter in to many trust departments. 

And now for a final word about 
other results of the Maine trust week. 
In all, over 1,500 individuals were 
given a better understanding of trust 
work and the aims and the achieve- 
ments of trust institutions, and the 
way was paved for an_ increased 
opportunity for service. Throughout 
the week, as a result of the efforts of 
the committee in charge of publicity 
and the full co-operation of the news- 
papers, trust business and the trust 
institutions received more attention 
in the press than is normally received 
in a year, or more. 

If you were to ask me, “Should we 
have a trust week for our district or 
state?”? my answer would be, “If you 
can arrange one and you don’t, you 
are passing up one of the most con- 
structive steps: open to trust com- 
panies today.” 

+ Sd * 


CANADIAN 
BANKING 


(CONTINUED FROM PAGE 24) 


blotters and other mail inserts for bank 
customers with large mailings to the 
United States. Canadian bankers 
visiting the United States have been 
prepared with press copy for inter- 
views on Canada’s reception of tourists 
this war year to counteract a German- 
inspired campaign in certain sections 
of the United States against travel in 
Canada this year. Canadian bankers 
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have assured bankers in the United 
States and visiting United States 
bankers in Canada of the safety of 
travel in the Dominion, and also of 
business possibilities in Canada. Tour- 
ist bureaus operated in municipalities 
and resort regions have been financially 
aided by the banks on the ground that 
such expenditures would be well used 
by organizations specializing in tourist 
publicity campaigns. 
« . + 


Aiding the Sale of War Savings 
Certificates 


Canadian banks are aiding the 
government’s effort at war financing 
with the sale, without charge to cus- 
tomer or government, of war savings 
certificates and thrift stamps. Certifi- 
cates are being sold for $4, redeemable 
by the government after 71% years for 
$5. The certificates are issued in 
multiples of $5. In addition 25-cent 
savings stamps are also being sold, to 
be pasted into booklets and turned in 
for war savings certificates. The 
certificates are free of income tax. The 
organization has been set up under 
the Finance Ministry, and is calcu- 
lated to bring practically all Canadians 
into the war-financing effort. 

+ . Sd 


Chartered Banks Start Educa- 
tional Campaign 

A second public educational cam- 
paign on banking has been started in 
Canadian daily and weekly news- 
papers from coast to coast by the 
Canadian Bankers’ Association. The 
first campaign was in 1938 in connec- 
tion with the Alberta Social Credit 
government’s bank taxation plan. 

The new campaign stresses the 
various functions of the Canadian 
banks and features the stability of the 
banks in recent years of business 
depression. Each of the advertise- 
ments carries the statement, “‘In war, 
as in peace, Canada’s chartered banks 
maintain, uninterrupted, all their serv- 
ices to depositors, farmers, manufac- 
turers, exporters —facilitating the na- 
tion’s business—looking forward to 
peace with freedom as the only sure 
basis for enduring prosperity.” 

+ . 7 


Trust Company Offers Service to 
War-Separated Families 


War-time bids for business from 
Canadian financial institutions to men 
and women going overseas for active 
Service have been few. Latest is an 
advertisement by the. Crown Trust 
Company, Montreal and Toronto, 
addressed ‘To Those Going on Active 
Service.” It features an Agency 
Service for the handling of personal 
financial affairs and for rendering 
financial advice to families of those 
called to the colors. 
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detail by our Plan Board. You receive compre- 
hensive plans, specifications, and color drawings 

so complete that, when you see them, you know 
exactly what the finished job will look like before 
work is ever begun. You have a Guaranteed Cost © 
figure set forth in advance in a Single Contract. | 
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(CONTINUED FROM PAGE 20) 


daily record. While in most cases 
this is not intentional. it leads to 
subsequent guessing and the possibility 
of abuses. One check-up in a bank 
using a card system revealed that 
50 per cent of the employees did not 
have their time cards filled out up-to- 
date, and many were from two to four 
days behind schedule. It is note- 
worthy that that institution has been 
paying overtime consistently. 
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THE 40-HOUR PROBLEM 


There are numerous other minor 
time-saving measures which suggest 
themselves to a bank confronted with 
a serious hours problem. We have cut 
out certain reports that we decided 
were not mandatory after all, and have 
eliminated some detail in others, thus 
saving clerical time. Some of the 
statistical information formerly con- 
tained in the writer’s quarterly report 
is not now included in the copies made 
up for distribution, but is readily 
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available for reference. Monthly re- 
ports giving accumulated information 
have been substituted for certain daily 
reports, and unessential details have 
been deleted from daily reports still 
prepared. 

Much can be done along the line of 
co-ordinating and simplifying forms, 
to improve operating efficiency and 
save clerical time. We have been so 
concerned with other major phases ol 
our program that we have not yet 
given this subject full attention, but 
one idea we have in mind is combining 
the notice of overdraft and the charge 
both in one form, instead of sending 
them out separately as at present. 

Other ideas which many banks have 
adopted include the holding over ol 
some statements until the second day 
of the month, and the splitting of the 
work week in the middle of the week 


| to allow for any necessary adjustment 


| of hours 


during a normally slack 
period rather than at the close of the 


| week. 


| plus 


Our own hours problem was com- 
plicated by the fact that we have 
handled a substantial increase in the 
volume of our business during the past 
six years without any increase in the 
number of employees. Based on our 
own experience in attaining an approxi- 
mate forty-hour week in the face of 
such a fact, we believe that the best 
solution of the hours problem for most 
banks is not a drastic curtailment of 
business hours, but a streamlining of 
methods and tools for doing the job, 
any needed redistribution of 
work, and the insistence that all shall 
help out until the day’s tasks are 
completed. 


COURT 
DECISIONS 


(CONTINUED FROM PAGE 25) 


may undertake appropriate legal pro- 
ceedings as soon as it becomes clear 
that the other party will not perform. 
This is called the legal doctrine of 
“anticipatory breach,” meaning that 
one of the parties has breached the 
contract “‘in anticipation.” 

Now applying that idea to a note 
held by a bank, suppose that before 
the maturity date the maker denies 
liability on the note and transfers his 
assets so as to make himself insolvent. 
Shouldn’t the bank be _ permitted, 
under the doctrine of anticipatory 
breach, to act at once to protect 
itself? 

Just such a situation arose recently 
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in a Kansas case. The holder of a note 
brought action before the maturity 
date. 

“The note was not due when this 
action was brought,” said the Supreme 
Court of Kansas. “A cause of action 
on a negotiable instrument does not 
accrue until the instrument matures, 
and a suit commenced before that 
time is premature. 

“The holder of the note contends 
that as the maker has denied liability 
on the note and has conveyed his 
property without consideration to the 
extent he has rendered himself in- 
solvent, there has been an anticipa- 
tory breach of his contract to pay the 
debt evidenced by the note. 

“The doctrine of anticipatory breach 
does not apply to mere promises to 
pay money or other cases of that 
nature. No authority is cited which 
applies the doctrine of anticipatory 
breach to an ordinary promissory 
note.” 

Meaning, of course, that the holder 
of a note cannot sue on it until it has 
been dishonored at maturity. (Upham 
vs. Shattuck, 101 Pacific Reporter, 
Second Series, 901.) 
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Twenty-four Hour Acceptance 
of Check 


A little discussed but rigid provision 
of the Uniform Negotiable Instru- 
ments Law is one which requires a 
bank to pay a check which it has held 
for more than twenty-four hours. It 
was recently enforced against an 
Oklahoma bank. 

A collecting bank presented a check 
to the drawee bank, and at the time 
of presentment the depositor had 
sufficient funds in his account to meet 
the check. 
was indebted to the bank on an un- 
paid note. The bank charged the 
note to the account and then returned 
the check unpaid. This might have 
worked out successfully for the bank 
except for the fact that in this 
transaction the bank held the check 
for more than twenty-four hours. 

The payee of the check sued the 
bank for the amount of the check on 
the legal theory that the check was a 
bill of exchange and that where the 
drawee of a bill of exchange holds it 
lor more than twenty-four hours, he 
is deemed to have “‘accepted”’ it. 

Ruling in favor of the payee of the 
check and quoting applicable sections 
of the Uniform Negotiable Instru- 
ments Law, the Supreme Court of 
Oklahoma said: 

“*A check is a bill of exchange 
drawn on a bank, payable on demand. 
Except as herein otherwise provided, 
the provisions of this Act applicable 
to a bill of exchange payable on 
demand apply to a check.’ (Section 


85, Uniform Negotiable Instruments 
Law.) 

““*Where a drawee to whom a bill 
is delivered for acceptance destroys 
the same, or refuses within twenty-four 
hours after such delivery, * * * * to 
return the bill accepted or non- 
accepted to the holder, he will be 
deemed to have accepted the same.’ 
(Section 137, Uniform Negotiable In- 
struments Law.) 

“Presentment of a check for pay- 
ment most certainly comprehends and 
the act of payment most certainly 
includes a signification by the drawee 
of his assent to the order of the drawer 
within the broader meaning of that 
term. If this premise is accepted, it 
necessarily follows that the above- 
quoted statutory provisions relating 
to refusal and delay, apply to checks 
presented for payment. 

“It should be noted that the word 
‘refuses’ as used in the section of the 
Uniform Negotiable Instruments Law 
quoted above, has been broadly inter- 
preted to comprehend failure or 
neglect in returning an instrument.” 

The bank contended that there is a 
vast difference between the present- 
ment of a check for payment and the 
presentment of a bill of exchange for 
acceptance, and that hence the twenty- 
four hour rule invoked by the court did 
not apply to the presentment of a 
check for payment. 

The Oklahoma court admitted that 
some court decisions in other states 
favored that view, but nevertheless 
held to its own decision that the bank 
was liable to the payee for the amount 
of the check under the twenty-four 
hour rule governing bills of exchange. 
(First State Bank vs. Black, 101 
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Pacific Reporter, Second Series, 802.) 
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Alteration of Note 


A change in the sum payable, either 
for principal or interest, in a negotiable 
note is a ‘‘material alteration,”’ under 
the terms of the Uniform Negotiable 
Instruments Law. Yet a recent Mis- 
souri case indicates that an alteration 
in the amount due on a note is not a 
material alteration if the change 
reflects the true state of affairs. 

“Considering the face of the note,” 
said the Missouri court, “it appears 
that a line was drawn through the 
figures ‘$4,250’ the original principal 
of the note, and above were placed 
with pen and ink the figures ‘$2,250 
Bal.’ Certainly that would not consti- 
tute a material alteration as it accu- 
rately reflected the payment of June 
17. It also appears on the face of the 
note that a line is drawn through the 
figures ‘$2,250 Bal.’ and above were 
placed the figures ‘$1,800.’ If, as a 
matter of fact $450 was paid, then the 
figures ‘$1,800’ showing the balance 
due reflected an actual payment on 
the note, and the figures showing the 
balance due would not be a material 
alteration. 

“The attorney for one of the parties 
testified that he has a faint recollec- 
tion of an erasure in the figures on the 
note proper showing the balance due, 
and that the figures ‘$1,800’ were 
*$1,750.2 Even if that be the fact 
and by error the first notation reflected 
a payment of $500 and was corrected 
so as to reflect the actual payment of 
$450, that would not be a material 
alteration.”? (Deicke vs. Roudebush, 
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138 Southwestern Reporter, Second 
Series, 678.) 
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‘*They Promised to Pay... ”’ 


Oral promises to pay are sometimes 
enforceable at law, but not always, 
as the Supreme Court of Washington 
recently pointed out. 

In the Washington case the owner of 
a business was indebted on a negotiable 


note. He sold the business to a pur- 
chaser who, as part of the deal, 
promised, orally, to pay the note 


which the seller owed. At maturity 
the note remained unpaid and there- 
after the holder of the note sued the 
purchaser of the business on _ his 
promise to pay. The transfer of the 
business was, of course, the valuable 
consideration which the purchaser 
had received for his promise to pay. 

“The plaintiff,’ said the Washing- 
ton court, “maintains that a promise 
for a valuable consideration made by 
one person to another to pay such 
other’s debt to a third person is an 
original undertaking rendering him 
liable thereon. Several decisions of 
this court support his contention, but 
are not in point because they do not 
concern liability upon a promissory 
note. In this case we are controlled 
by a statute which protects one who 
_is not a signer of the note on which 
action is brought. 

“The law relative to liability upon 
a note not signed by the person sought 
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to be charged is contained in the 
statute and reads as follows: 

** “No person is liable on the instru- 
ment whose signature does not appear 
thereon, except as herein otherwise 
expressly provided.’”’’ (Section 18, 
Uniform Negotiable Instruments Law 
—cited in Nielson vs. Crossett, 101 
Pacific Reporter, Second Series, 351.) 

Suggesting that banks will do well 
to avoid informal, oral assurances and 
promises where negotiable notes are 
concerned. 
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Past Consideration for a Note 


‘Past consideration” is usually not a 
valid consideration to support a con- 
tract. At common law, where security 
is taken and the consideration is an 
antecedent debt, the person taking the 
security is not considered a purchaser 
or taker for value. (People’s Savings 
Bank vs. Bates, 120 U. S. 556.) 

In New York and some other states, 
before the adoption of the Uniform 
Negotiable Instruments Law, a bank 
which acquired a note as collateral 
security for a pre-existing debt was 
not a holder for value. (Comstock vs. 
Hier, 73 New York, 269.) 

That argument that a pre-existing 
debt is not valid consideration for a 
negotiable note, was raised in a recent 
Texas case. The maker had given the 
note partly for a current obligation and 
partly for an unpaid balance for a 
preceding year. 

“It makes no difference,” said the 
Texas court, “that the note included 
the amount for the preceding year as 
well as the amount to become due for 
the next succeeding year. A past due 
indebtedness is a sufficient considera- 
tion for a negotiable instrument.” 
(Hester vs. Kemper, 138 Southwestern 
Reporter, Second Series, 833.) 

Section 25 of the Uniform Negotiable 
Instruments Law covers the question 
thus: 

“Value is any consideration sufficient 
to support a simple contract. An 
antecedent or pre-existing debt con- 
stitutes value; and is deemed such 
whether the instrument is payable on 
demand or at a future time.”’ 
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Bank President’s Authority 


While a bank’s president has so- 
called general authority to act for the 
bank in the ordinary course of its 
business and to bind the bank in 
ordinary agreements and transactions, 
his authority to bind the bank does 
not extend to extraordinary and un- 
usual contracts and transactions not 
contemplated by the usual and cus- 
tomary operations of the bank. This 
limitation on a bank president’s au- 
thority was pointed out in a recent 
Federal case. 


There the heirs of a deceased bor- 
rower brought an action to recover 
certain shares of stock which the 
decedent had pledged in connection 
with a loan. The heirs alleged certain 
conversations with the bank’s presi- 
dent, in which he supposedly told the 
heirs that the decedent’s indebtedness 
would be carried by the bank until 
further demand was made for payment 
and that the pledged stock would be 
held as collateral thereon. Further, 
he allegedly stated to the heirs that 
the stock would be taken over by the 
bank in its own name, but that this was 
only for the purpose of enabling the 
bank to pledge it with the Reconstruc- 
tion Finance Corporation and was not 
intended to divest the ownership of 
the stock from the estate of the 
deceased borrower. 

Even if the bank’s president did 
make those statements and promises, 
they would not be binding on the 
bank, for, said the Federal Court: 

“The testimony tends to establish 
the president’s agency for the bank in 
ordinary note transactions, but seems 
hardly sufficient to establish his au- 
thority to bind the bank to such a 
contract as is claimed. This was not 
an ordinary note renewal. The notes 
of the insolvent decedent were, accord- 
ing to the heirs, to be carried in- 
definitely by the bank, without any 
provision as to their reduction in 
amount or the payment of accruing 
interest —and this without any con- 
sideration or advantage whatsoever 
to the bank. Power to make such a 
termless contract is not to be inferred 
from any ordinary authority to renew 
notes or to promise loans, but should 
be established by specific evidence — 
which does not exist in this case.” 
(Thomas vs. Baumer, 32 Federal 
Supplement, 36.) 
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Sell Collateral Promptly 


Many borrowers argue that banks 
are too quick to sell collateral to satisfy 
unpaid loans, but sometimes a griev- 
ance on the borrower’s part may arise 
if the bank does not sell promptly 
enough. 

In a New York case a _ borrower 
requested a bank to sell the securities 
which it held on his loan. Later he 
alleged that the bank’s delay in selling 
had damaged him because the market 
value of the collateral dropped ma- 
terially in the interval between his 
request to the bank to sell and the 
actual sale. 

“The bank was obligated to execute 
the selling order within a reasonable 
time. A reasonable time in this case 
meant almost immediately,” said the 
New York court. (President VS. 
Cocheo, 10 New York Supplement, 
Second Series, 770.) 
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